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EDITOR'S  INTRODUCTION 

The  writing  of  a  history  of  taxation  in  Iowa  is  not  an 
easy  task;  indeed,  it  involves  many  difficult  problems 
both  of  research  and  of  presentation.  From  beginning 
to  end  the  scientific  investigator  is  really  embarrassed 
by  a  superabundance  of  materials.  The  statute  books 
of  the  Territory  and  State,  the  journals  of  the  legis- 
lature, the  messages  of  Governors,  the  reports  of  Audi- 
tors and  Treasurers,  the  reports  of  special  commissions, 
the  decisions  of  courts,  the  financial  reports  of  counties, 
special  and  miscellaneous  public  documents,  and  tons 
of  newspapers  yield  a  richness  of  data  that  is  invit- 
ing and  at  the  same  time  appalling.  The  facts  and  sta- 
tistics of  industrial  and  economic  developments,  cover- 
ing nearly  three  quarters  of  a  century,  are  equally 
abundant  and  far  more  difficult  to  obtain.  The  prob- 
lems of  handling  such  masses  of  detailed  information 
fully,  accurately,  and  without  confusion  can  only  be  ap- 
preciated by  those  who  have  successfully  carried  to 
completion  similar  investigations. 

But  the  problems  of  historical  research  are  not  the 
only  difficulties  which  confront  the  writer  of  such  a 
history  of  taxation  as  has  been  produced  by  Professor 
Brindley.  Underlying  the  statute  and  code  provisions, 
the  reports  of  public  officials,  the  decisions  of  courts, 
and  the  facts  of  industrial  life  are  fundamental  eco- 
nomic principles  and  theories  which  must  not  only  be 

Tii 


viii  EDITOR'S  INTRODUCTION 

seen  and  appreciated  by  the  investigator  but  by  him  also 
successfully  handled  as  scientific  interpretations  of  the 
facts  of  history.  And  of  no  less  importance  are  the 
problems  of  politics  and  administration  involved  in  the 
actual  workings  of  the  machinery  of  assessment,  equali- 
zation, and  collection. 

Moreover,  the  opportunities  for  utilizing  and  making 
practical  application  of  the  results  of  historical  re- 
search are  perhaps  nowhere  more  promising  than  in  the 
field  of  fiscal  legislation  and  administration.  Nowhere, 
indeed,  are  there  to-day  greater  opportunities  for  the 
science  of  Applied  History  than  in  the  solution  of  the 
complex  problems  of  tax  reform.  At  the  same  time  there 
is  no  line  of  reform  that  is  more  difficult  and  perplex- 
ing, since  from  the  very  nature  of  the  problems  involved 
the  whole  subject  is  one  which  is  too  often  handled  with 
prejudice,  or  partisanship,  or  from  the  standpoint  of 
selfish  interest.  Indeed,  any  program  of  tax  reform  is 
sure  to  be  more  or  less  unpopular  and  meet  with  opposi- 
tion simply  because  the  subject  of  taxation  is  affected 
with  so  much  individual  self-interest.  The  small  tax- 
payer will  undoubtedly  favor  much  needed  reforms  in 
regard  to  the  taxation  of  public  utility  and  other  corpo- 
rations and  demand  that  they  may  be  compelled  to  bear 
their  just  share  of  the  burdens  of  the  State;  but  the 
same  small  taxpayer  will  probably  be  shocked  when  he 
is  told  that  tax  reform  means  that  he  too  must  clear 
himself  of  dishonesty  and  perjury  —  especially  in  re- 
porting moneys  and  credits.  Effective  tax  reform  will 
consist  not  simply  in  perfecting  the  machinery  of  as- 
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sessment,  equalization,  and  collection,  but  in  arousing 
a  public  conscience  which  will  demand  an  honest  dec- 
laration of  property  from  big  and  little  property  hold- 
ers alike. 

This  work  on  the  History  of  Taxation  in  Iowa  might 
have  been  concluded  with  Chapter  XXIII,  but  for  the 
fact  that  underlying  the  loiva  Economic  History  Series 
is  the  conviction  that  history  not  only  can  but  should 
be  applied  in  the  solution  of  the  practical  problems  of 
social  life.  And  who  is  better  able  to  suggest  a  program 
of  tax  reform  than  the  disinterested  student  who  has  de- 
voted years  to  the  historical  and  critical  study  of  the 
subject  of  taxation?  And  so  the  author  of  this  work 
was  especially  urged  by  the  editor  of  the  series  to  pre- 
pare Chapter  XXIV  on  Historical  Analysis  of  the  Iowa 
Revenue  System  and  Chapter  XXY  on  Comparative 
Study  and  the  Problem  of  Tax  Reform  in  Iowa.  All 
who  are  really  interested  in  the  practical  solution  of  the 
problems  of  taxation  in  Iowa  from  the  standpoint  of 
the  public  welfare  will  welcome  the  results  of  Profes- 
sor Brindley's  painstaking  investigations.  In  all  es- 
sential points  Professor  Brindley's  work  will  be  found 
to  be  complete,  accurate,  and  the  product  of  disinter- 
ested scholarship. 

BENJ.  F.  SHAMBAUGH 

OFFICE  OF  THE  SUPERINTENDENT  AND  EDITOR 
THE  STATE  HISTORICAL  SOCIETY  OF  IOWA 
IOWA  CITY  1910 
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The  subject  of  taxation  as  presented  in  these  volumes 
has  been  treated  essentially  from  the  standpoint  of  his- 
torical research ;  and  for  that  reason,  the  work  is  logically 
included  in  the  publications  of  The  State  Historical  Society 
of  Iowa.  While  the  facts  outlined  in  the  narrative  consti- 
tute a  study  in  public  administration,  the  monograph  con- 
sidered as  a  unit  is  first  of  all  a  contribution  to  Iowa 
history. 

It  has  seemed  logical  and  desirable  to  arrange  the  work 
in  four  divisions  or  parts.  Part  I  deals  exclusively  with 
the  so-called  general  property  tax,  it  being  presumed  that 
an  historical  survey  of  the  machinery  of  administration 
for  the  work  of  assessment  and  equalization  on  the  one 
hand  and  the  levy  and  collection  of  taxes  on  the  other  is 
a  necessary  introduction  to  a  thorough  study  of  the  many 
complex  questions  which  arise  in  the  field  of  State  and  local 
taxation.  Parts  II  and  III  comprise  an  historical  and 
critical  review  of  certain  special  problems  in  taxation.  In 
most,  if  not  all,  cases  these  problems  are  directly  or  indi- 
rectly connected  with  the  general  property  tax ;  and  in  fact, 
some  chapters  are  simply  more  specific  statements  con- 
cerning certain  elements  of  that  important  tax.  Part  IV 
gives,  first,  an  historical  analysis  of  the  Iowa  revenue  sys- 
tem, and  second,  a  brief  comparative  study  of  the  experience 
in  other  States,  which,  taken  together,  form  the  corner-stone 
of  scientific  tax  reform,  based  as  it  should  be  upon  the  laws 
of  fiscal  evolution. 
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The  History  of  Taxation  in  Iowa  thus  outlined,  and 
embracing  twenty-five  chapters  of  text,  twelve  hundred  and 
forty-eight  notes  and  references,  and  four  appendices,  has 
been  written  primarily  for  the  benefit  of  the  people  of  Iowa 
in  the  hope  that  it  may  be  of  service  to  them  in  the  gradual 
solution  of  the  great  problem  of  equal  and  uniform  taxa- 
tion. At  the  same  time,  an  earnest  effort  has  been  made 
to  make  the  work  complete  and  accurate  from  the  stand- 
point of  historical  research  as  well  as  scientific  from  the 
standpoint  of  public  administration  and  public  finance. 

Manifestly  an  historical  study  of  taxation  may  be  made 
according  to  two  essentially  distinct  methods  of  investi- 
gation. On  the  one  hand,  a  few  leading  and  generally  ac- 
cepted ideas,  having  the  stamp  of  age  and  authority  —  such 
as  the  unqualified  condemnation  of  the  general  property 
tax,  the  contention  that  the  personal  property  tax  is  the 
greatest  of  all  "fiscal  abominations",  the  imperative  ne- 
cessity of  an  elaborate  classification  of  property  for  pur- 
poses of  taxation,  the  separation  of  revenue  sources,  "home 
rule"  in  taxation  or  distribution  on  the  basis  of  expendi- 
tures —  may  be  woven  into  a  more  or  less  hasty  review  of 
tax  laws,  including  perhaps  an  occasional  executive  docu- 
ment or  court  decision,  and  the  product  called  a  financial 
or  tax  history. 

On  the  other  hand,  the  facts  of  revenue  history  may  be 
diligently  collected  and  impartially  sifted  without  being 
colored  and  warped  out  of  their  true  relationship  by  pre- 
conceived opinions  or  approved  economic  theories,  the  mo- 
tives of  men  and  perhaps  sections  or  economic  groups 
fearlessly  examined,  arguments  for  and  against  a  particular 
reform  carefully  weighed,  in  fact  a  thorough  historical  and 
comparative  study  made  in  order  to  distinguish  between 
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those  elements  of  the  present  revenue  system  which  are  out- 
worn and  useless  and  those  which  are  permanent  and  vital. 
In  other  words,  one  may  endeavor  to  make  the  facts  har- 
monize with  orthodox  opinions,  or  adopt  the  scientific  but 
more  arduous  task  of  frankly  recognizing  all  the  facts  and 
reshaping  theory  itself,  when  it  becomes  necessary,  in  an 
effort  to  formulate  a  more  accurate  and  comprehensive 
expression  of  the  truth. 

In  these  two  volumes  on  the  History  of  Taxation  in  Iowa 
an  earnest  effort  has  been  made  to  follow  the  latter  course 
and  thus  meet  the  first  requirement  of  The  State  Historical 
Society  of  Iowa  that  whatever  is  published  under  its  aus- 
pices should  be  the  product  of  genuine  scientific  historical 
research. 

These  considerations  explain  the  length  of  the  mono- 
graph; the  numerous  quotations  in  the  text  from  laws, 
executive  documents,  newspaper  files,  court  decisions,  and 
other  sources;  the  extensive  notes  and  references;  and 
finally,  the  extensive  appendix.  While  the  author  has  some 
ideas  of  his  own,  which  he  has  not  hesitated  to  express  in 
Chapters  XXIV  and  XXV  of  Volume  II,  he  has  aimed  to 
avoid  even  the  appearance  of  dogmatism,  and  for  that  rea- 
son has  made  the  references  to  source  material  fairly  com- 
plete so  as  to  enable  the  reader  to  verify  the  statements  in 
the  text  and  to  form  independent  judgments. 

It  will  be  generally  conceded  that  the  true  solution  of  any 
great  political,  social,  or  economic  question  must  be  evolu- 
tionary and  not  revolutionary  —  in  other  words,  it  should 
be  judiciously  approached  from  the  standpoint  of  the  his- 
torical method.  For  example,  scientific  tax  legislation  in 
Iowa  is  possible  only  on  the  basis  of  a  true  history  of  the 
revenue  system  coupled  with  a  critical  study  of  the  ex- 
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perience  of  other  States.  But  while  this  truth  will  be  al- 
most universally  recognized,  especially  by  the  so-called  his- 
torical school  of  economists,  the  reformer  or  even  the 
trained  economist  seldom  takes  the  trouble  to  make  a  thor- 
ough and  impartial  investigation  of  facts. 

The  author  desires  to  state,  however,  that  the  preparation 
of  this  monograph  was  not  undertaken  for  the  purpose  of 
advocating  any  particular  plan  of  reform.  On  the  contrary, 
he  began  work  more  than  two  years  ago  reasonably  con- 
vinced that  the  general  property  tax  is  a  miserable  failure, 
that  the  personal  property  tax  should  be  abolished,  that 
moneys  and  credits  should  be  entirely  exempted  from  tax- 
ation, and  finally,  and  that  the  principle  of  the  separation 
of  revenue  sources  is  a  necessary  asset  in  any  successful 
program  of  State  tax  reform.  In  the  course  of  the  investi- 
gation, fundamental  changes  in  these  views  have  been  im- 
perative in  order  to  make  them  harmonize  with  conditions 
as  they  are  in  a  real  not  a  fictitious  environment. 

Among  other  things  it  has  been  discovered  (1)  that  the 
breakdown  of  the  general  property  tax  is  primarily  from 
the  standpoint  of  administration,  the  logical  and  only  rem- 
edy for  the  same  being  a  permanent  tax  commission  and  the 
gradual  evolution  of  a  more  centralized  and  efficient  sys- 
tem of  assessment;  (2)  that  while  substitutes  should  grad- 
ually be  found  to  take  the  place  of  the  worn-out  personal 
property  tax,  it  is  necessary  to  approach  this  task  with 
great  caution  and  make  haste  slowly;  (3)  that  the  underly- 
ing principle  of  general  property  taxation  (assessment  at 
full  value)  is  sound  from  an  historical,  legal,  and  economic 
standpoint,  and  therefore  may  reasonably  be  expected  to 
endure;  and  (4)  that  the  principle  of  segregation  as  gen- 
erally advocated  has  no  logical  place  in  a  system  of  central- 
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ized  assessment,  but  that  in  lieu  of  this  principle  a  clear  line 
of  demarcation  should  be  drawn  between  local  and  non- 
local property  or  business  for  purposes  of  taxation  in  order 
to  insure  equality  and  uniformity  of  taxation  as  between 
the  various  taxing  districts  of  the  State. 

It  will  be  observed  that  public  expenditures  and  public 
debts,  also  special  assessments  and  the  fee  system,  are  not 
treated  in  these  volumes.  These  are  proper  subjects  for 
separate  historical  monographs  which  may  be  published  at 
some  future  time  by  The  State  Historical  Society  of  Iowa. 
In  fact  public  revenues,  public  expenditures,  and  public 
debts,  are  the  distinct  and  logical  subdivisions  of  a  general 
work  on  public  finance.  As  to  fees  and  special  assessments, 
they  are  not  taxes  in  either  a  legal  or  an  economic  sense, 
and  for  that  reason  should  not  be  included  in  a  history  of 
taxation. 

In  the  preparation  of  the  manuscript,  recognition  should 
first  be  made  of  the  able  and  helpful  services  of  Professor 
Benj.  F.  Shambaugh,  Superintendent  of  The  State  Histor- 
ical Society  of  Iowa.  On  the  one  hand,  the  amount  of  routine 
work  required  has  been  materially  decreased  by  the  efficient 
laboratory  of  historical  research  created  by  years  of  patient 
and  careful  labor  on  the  part  of  Professor  Shambaugh; 
and,  on  the  other  hand,  through  numerous  conferences,  the 
author  has  received  valuable  suggestions  as  to  the  arrange- 
ment of  material  and  form  of  presentation.    Any  research 
worker  by  cooperating  with  The  State  Historical  Society 
of  Iowa  can  at  least  double  the  efficiency  of  his  labor,  thus 
saving  his  own  time  while  the  expense  to  the  State  through 
wise  correlation  of  effort  is  reduced  to  a  minimum. 

Professor  B.  H.  Hibbard,  Head  of  the  Department  of  Eco- 
nomics and  Political  Science  at  the  Iowa  State  College  of 
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Agriculture  and  Mechanic  Arts,  made  the  original  sugges- 
tion regarding  the  present  system  of  unjust  railway  tax 
distribution  in  the  rural  districts,  stating  that  the  same 
would  be  a  fruitful  and  important  field  of  investigation. 
Professor  Hibbard  and  Professor  L.  B.  Schmidt  have  also 
kindly  read  the  proof  sheets  and  made  a  number  of  helpful 
criticisms. 

The  author  is  likewise  under  obligation  to  former  Gov- 
ernor William  Larrabee  of  Clermont,  who  has  supplied  val- 
uable source  material  from  his  own  private  collection  and 
has  given  helpful  advice  as  to  certain  parts  of  the  manu- 
script. Much  original  data  has  also  been  obtained  through 
the  courtesy  of  Mr.  A.  H.  Davison,  Secretary  of  the  Execu- 
tive Council.  The  Iowa  Tax  Eevision  Association,  and  the 
Association  of  Iowa  Tax  Ferrets  have  also  contributed 
much  valuable  information.  For  a  careful  reading  of  the 
proof  sheets  and  for  the  compilation  of  the  index  the 
author  is  indebted  to  Dr.  Dan  E.  Clark,  Assistant  Editor  in 
The  State  Historical  Society  of  Iowa. 

JOHN  E.  BRINDLEY 

THE  IOWA  STATE  COLLEGE  OF 

AGEICULTUEE  AND  MECHANIC  ARTS 

AMES  1910 
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PART  I 
THE  GENERAL  PROPERTY  TAX 


THE  TERRITORIAL  PERIOD 

1838-1846 

The  present  State  of  Iowa  was  a  part  of  the  Territory  of 
Michigan  from  1834  to  1836  and  of  the  original  Territory  of 
Wisconsin  from  1836  to  1838,  the  separate  Territory  of 
Iowa  being  set  apart  by  the  provisions  of  an  act  of  Con- 
gress approved  June  12,  1838.1  Accordingly,  the  system  of 
taxation  which  prevailed  in  early  Iowa  was,  first,  that  of 
the  Territory  of  Michigan,  and  second,  that  of  the  original 
Territory  of  Wisconsin.  This  system,  dating  back  to  the 
beginning  of  the  Michigan  Territory  in  1805  and  borrowed 
for  the  most  part  from  the  older  States,  especially  Ohio 
and  Virginia,  embraced  such  important  elements  as  license 
taxes,  the  general  property  tax,  county  assessment,  and  a 
fiscal  administration  which  was  almost  entirely  ex  officio 
in  its  personnel.  These  elements,  moreover,  clearly  charac- 
terize the  revenue  acts  passed  by  the  original  Territory  of 
Wisconsin  and  copied  almost  verbatim  by  the  first  Legisla- 
tive Assembly  of  the  Territory  of  Iowa,  the  general  reve- 
nue for  the  Territory  in  both  cases  consisting  of  five  per 
cent  of  the  gross  amount  of  taxes  received  in  the  various 
counties.2 

When  the  separate  Territory  of  Iowa  was  established 
the  legislative  power,  which  embraced  direct  control  of 
taxation,  was  vested  in  the  Governor  and  a  Legislative 
Assembly.  The  Assembly  was  composed  of  a  Council  of 
thirteen  members  and  a  House  of  Representatives  of  twen- 
ty-six members,  elected  by  the  people.  Congress,  however. 
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retained  the  power  to  veto  Territorial  legislation  by  pro- 
viding that  "all  the  laws  of  the  Governor  and  Legislative 
Assembly  shall  be  submitted  to,  and  if  disapproved  by,  the 
Congress  of  the  United  States,  the  same  shall  be  null  and 
of  no  effect." 

According  to  the  provisions  of  the  Organic  Act  the  leg- 
islative power  of  the  Territory  was  made  to  include  "all 
rightful  subjects  of  legislation".  In  matters  of  taxation 
only  two  restrictions  were  placed  on  the  Legislative  As- 
sembly: first,  "no  tax  shall  be  imposed  upon  the  property 
of  the  United  States;"  and  second,  "nor  shall  the  lands  or 
other  property  of  non-residents  be  taxed  higher  than  the 
lands  or  other  property  of  residents. ";  The  first  restric- 
tion is  still  universally  imposed  upon  all  States  and  Terri- 
tories, it  being  held  by  the  Supreme  Court  of  the  United 
States  that  no  State,  Territory,  or  minor  political  unit  can 
tax  the  instrumentalities  of  the  general  government.  The 
second  restriction,  however,  as  we  shall  note  later  has  been 
so  loosely  interpreted  as  to  violate  practically  all  rules  of 
interstate  comity  in  taxation. 

Pursuant  to  the  call  of  Governor  Lucas  the  first  Legisla- 
tive Assembly  of  the  Territory  of  Iowa  met  at  Burlington 
in  November,  1838.  Among  other  acts  provision  was  made 
by  this  Assembly  for  a  county  and  Territorial  revenue  sys- 
tem. While  much  of  the  Territorial  budget  was  provided 
for  by  appropriations  from  the  Federal  treasury,  the  bur- 
dens of  local  administration  and  a  portion  of  the  Territorial 
expenses  were  borne  by  the  resident  taxpayers.  Machinery 
for  the  levy  and  collection  of  taxes  had,  therefore,  to  be  pro- 
vided by  Territorial  enactment.  The  result  was  the  pas- 
sage of  two  acts:  first,  "An  Act  for  assessing  and  collect- 
ing county  revenue",  approved  January  24,  1839;  and  sec- 
ond, "An  Act  to  provide  for  a  Territorial  Eevenue",  ap- 
proved January  25,  1839.4  These  acts,  moreover,  were  al- 
most exact  copies  of  acts  which  had  been  passed  one  year 
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earlier  by  the  Legislative  Assembly  of  the  original  Terri- 
tory of  Wisconsin. 

The  measure  entitled  "An  Act  for  assessing  and  collect- 
ing county  revenue"  is  basic  and  fundamental,  and  should, 
therefore,  be  carefully  studied.  By  the  provisions  of  this 
act  the  county  was  made  the  unit  for  the  levy  and  collection 
of  the  general  property  tax  —  a  function  which  it  still  per- 
forms. The  act  declares  "that  for  the  purpose  of  raising 
a  revenue  for  county  purposes,  the  board  of  county  com- 
missioners shall  levy  a  tax  on  all  lands,  town  lots,  and  out 
lots,  with  the  improvements  thereon".5  Following  this  are 
provisions  concerning  exemptions,  license  taxes,  and  a  poll 
tax,  all  of  which  will  be  discussed  in  separate  chapters.6  Pro- 
vision is  made  also  for  one  county  assessor  to  be  elected  an- 
nually at  the  time  and  place  of  holding  the  election  for 
county  commissioners.  He  is  required  to  give  bond  and 
take  an  oath  to  be  administered  by  the  clerk  of  the  board  of 
county  commissioners,  said  board  being  given  power  to 
fill  all  vacancies  which  may  occur.  The  assessor  so  elected 
and  qualified  is  required  to  deliver  to  the  board  of  commis- 
sioners on  or  before  the  first  Monday  in  July  thereafter  a 
full  and  complete  assessment  roll.  The  description  of  prop- 
erty contained  in  the  assessment  roll  and  the  duties  of  all 
officials  are  carefully  outlined.7 

On  the  last  Monday  in  June  the  assessor  is  required  to 
attend  at  the  office  of  the  clerk  of  the  board  of  county  com- 
missioners, and  with  the  aid  of  said  clerk  to  correct  any 
errors  or  omissions  in  the  assessment  roll.  The  roll  thus 
corrected  is  accepted  and  filed  in  the  clerk's  office  to  remain 
on  record  as  a  guide  to  future  assessors.  The  compensation 
of  assessors  is  fixed  by  the  boards  of  county  commissioners 
in  their  respective  counties  at  such  sums  "as  to  them  shall 
seem  just  and  reasonable".  The  law,  however,  provides 
that  deductions  may  be  made  from  the  sums  thus  paid  on 
account  of  taxes  collected  from  unassessed  property. 
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From  the  assessment  roll  as  corrected  and  filed,  the  board 
of  county  commissioners  proceed  to  determine  the  tax  rate 
at  their  session  in  July  of  each  year.8  The  total  amount  of 
property  and  rate  of  tax  being  determined,  it  becomes  the 
duty  of  the  clerk  to  calculate  and  carry  out  the  amount  of 
taxes  opposite  to  the  specified  property,  lots,  or  lands 
charged  with  tax.  The  tax  roll  being  completed  in  dupli- 
cate, one  copy  is  filed  with  the  county  treasurer  and  the 
other,  together  with  a  precept  in  the  name  of  the  Territory, 
is  delivered  to  the  county  collector.  The  sheriff  who  is 
made  the  county  collector  by  the  terms  of  the  act  is  re- 
quired to  pay  over  all  moneys  collected  by  him  and  return 
the  precept,  together  with  the  transcript  of  the  tax  roll 
and  a  full  account  of  his  official  acts,  to  the  clerk  of  the 
board  of  commissioners  on  or  before  the  first  Monday  in 
January.9  Collection  of  taxes  must,  therefore,  take  place 
between  some  time  in  July  and  the  first  Monday  of  the  fol- 
lowing January. 

The  remaining  provisions  of  the  act  outline  the  method 
of  selling  property  for  delinquent  taxes,  the  redemption 
of  such  property,  tax  deeds,  and  various  other  allied  sub- 
jects. Taxes  are  made  "a  lien  on  the  lands,  or  town  lots, 
on  which  they  may  be  due,  in  whosesoever  hands  such 
lands,  or  town  lots,  may  come".10  The  collector  is  author- 
ized to  receive  orders  regularly  drawn  upon  the  treasury 
of  his  county  in  payment  of  taxes.  He  is  also  entitled  to 
certain  fees  stipulated  in  the  act,11  and  is  given  the  right 
to  appoint  as  many  deputies  as  he  may  think  necessary  or 
proper,  who  are  in  turn  given  full  power  and  authority, 
the  collector  being  held  responsible  for  their  acts.  The  con- 
cluding sections  outline  in  detail  the  subject  of  licenses.12 

The  second  act  under  consideration,  entitled  "An  Act  to 
provide  for  a  Territorial  Revenue",  is  composed  of  only 
four  short  sections.13  The  act  is  what  the  title  indicates 
and  provides  that  five  per  cent  of  the  gross  amount  of  taxes 
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charged  on  the  assessment  roll  shall  be  set  apart  by  the 
county  commissioners  as  a  debt  due  the  Territory.  Each 
county  is  required  to  furnish  the  Treasurer  of  the  Terri- 
tory with  a  statement  of  such  debt  together  with  a  dupli- 
cate assessment  roll.  In  conclusion  the  act  specifies  that 
the  amount  due  the  Territory  shall  be  retained  by  the  treas- 
urer of  each  county  and  paid  from  "the  first  moneys 
which  may  be  returned  by  the  collector".  The  various 
county  treasurers  and  their  securities  are  made  liable  for 
any  losses  which  may  accrue. 

A  brief  study  of  these  companion  acts  will  convince  the 
reader  that  they  are  still  in  a  very  real  sense  the  basis  of 
the  present  revenue  system  of  Iowa.  While  many  changes 
have  been  made  to  meet  new  conditions,  the  fundamental 
outlines  of  our  revenue  system  have  remained  much  the 
same.  To  make  this  point  clear  it  is  only  necessary  to  re- 
call the  distinctive  features  of  the  acts.  Taxes  were  levied 
by  a  county  board  of  commissioners,  assessed  by  a  county 
assessor,  and  collected  by  a  county  collector  and  his  depu- 
ties, a  portion  thereof  being  paid  into  the  treasury  of  the 
Territory.  From  a  fiscal  standpoint  the  county  was  thus 
made  the  important  unit  of  government  by  the  first  Legis- 
lative Assembly,  and  in  the  levy  and  collection  of  taxes  it 
has  so  remained  to  the  present  time.  While  the  county 
plan  of  assessment  has  been  supplanted  by  that  of  the 
township  or  precinct,  the  county  still  has  in  charge  the  col- 
lection of  taxes,  and  through  its  board  of  equalization  ex- 
ercises a  certain  supervision  over  assessment. 

At  the  next  session  of  the  Legislative  Assembly  (1839- 
1840)  an  act  was  passed  providing  for  the  annual  election 
of  a  county  treasurer.  It  is  made  his  duty  "to  receive  all 
moneys  due  and  accruing  to  the  county,  to  pay  and  dis- 
burse the  same  on  orders  drawn  by  the  board  of  county 
commissioners  ....  and  not  otherwise".14  In  addition  he 
is  required  to  make  an  annual  settlement  of  his  accounts 
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with  the  board  of  county  commissioners  and  to  collect  de- 
linquent taxes. 

By  the  provisions  of  an  act  approved  January  14,  1840, 
important  changes  were  made  in  the  revenue  system  of  the 
Territory.15  The  taxation  of  improvements  on  land  had 
met  with  criticism  from  the  actual  settlers  who  held  that 
such  taxes  did  not  fall  on  the  non-residents  who,  it  was 
claimed,  were  holding  lands  for  purposes  of  speculation.16 
The  sentiment  against  this  form  of  speculation  was  strong 
enough  to  control  the  Legislative  Assembly.  Accordingly, 
an  act  was  passed  providing  that  assessment  be  made  on 
the  value  of  the  land  without  taking  into  consideration  the 
improvements  thereon.  The  county  commissioners  were 
also  given  power  to  extend  the  time  granted  the  collector 
for  filing  his  report  "to  such  period  as  they  may  deem  re- 
quisite". That  part  of  the  earlier  act  which  required  the 
sheriff  or  collector  to  make  his  report  on  the  first  Monday 
in  January  was  repealed,  it  being  enacted  in  lieu  thereof 
' '  that  it  shall  be  the  duty  of  said  sheriff  or  collector  to  pay 
over  to  the  county  treasurer  the  sums  collected  for  taxes 
as  fast  as  he  shall  receive  the  same".  The  assessor  was 
given  the  power,  when  deemed  necessary,  to  appoint  a 
deputy  assessor  upon  the  approval  of  the  county  board. 

In  conclusion  this  important  act  contains  a  provision  of 
special  interest  to  the  student  of  fiscal  administration.  If 
an  assessor  had  reason  to  believe  that  any  person  was  not 
making  a  true  statement  of  his  or  her  property  subject  to 
taxation,  he  was  empowered  at  his  discretion  "to  swear 
such  person  to  give  a  true  account  of  the  quality  and  quan- 
tity of  such  property,  according  to  the  best  of  his  or  her 
knowledge  and  belief".17  In  case  of  refusal  thus  to  testify 
the  assessor  had  the  authority  to  ascertain  the  amount  of 
taxable  property  from  the  best  information  to  be  derived 
from  other  sources.18 

The  revenue  system  established  by  the  first  Legislative 
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Assembly  and  amended  as  above  indicated  soon  proved, 
however,  to  be  defective.  Governor  Eobert  Lucas  in  his 
third  annual  message  called  attention  to  the  necessity  of 
adopting  a  regular  financial  system  for  the  Territory,  and 
recommended  the  creation  of  such  a  system  as  would  dis- 
tribute the  burdens  and  benefits  of  taxation  "upon  prin- 
ciples of  exact  justice  to  all."19  A  few  days  after  this 
message  was  submitted  the  Auditor  placed  before  the  Leg- 
islative Assembly  a  very  intelligent  discussion  of  the  sub- 
ject of  revenue  reform.  After  referring  to  the  many  ex- 
penses not  borne  by  the  Federal  government,  he  says:  "It 
certainly  cannot  be  deemed  otherwise  than  correct  policy 
to  levy  upon  correct  principles,  a  Territorial  Tax,  the 
burthen  of  which  shall  be  equal  upon  all  classes  of  citi- 
zens."20 

Two  important  criticisms  were  made  of  the  existing 
revenue  law.  First,  it  was  held  that  the  Territorial  tax  of 
five  per  cent,  being  levied  on  the  gross  tax  receipts  of  the 
various  counties,  was  ' '  regulated  entirely  by  the  necessities 
of  the  respective  counties",  and  was,  therefore,  not  equally 
distributed.  In  some  counties  a  heavy  tax  might  be  found 
necessary,  while  in  others,  a  comparatively  light  tax  would 
be  sufficient  for  county  purposes.  The  discussion  of  these 
provisions  recalls  to  mind  the  method  of  "distribution  by 
expenditures"  now  being  advocated  by  a  number  of  tax  re- 
formers. In  the  second  place,  it  was  claimed  that  many  of 
the  counties  would  not  be  able  to  pay  the  per  cent  of  tax 
for  Territorial  purposes  for  the  reason  that  county  orders 
outstanding  and  receivable  in  payment  of  taxes  were  fre- 
quently greater  in  amount  than  the  actual  tax  assessed. 
This  the  Auditor  alleged  could  be  remedied  by  levying  a 
Territorial  tax  directly  on  property  as  such  and  requiring 
the  same  to  be  paid  in  money.21 

In  the  act  which  passed  the  Legislative  Assembly  and 
was  approved  January  15,  1841,  at  least  one  important 
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change  was  made.  The  agitation  in  favor  of  a  regular  mil- 
lage  tax  for  the  Territory  resulted  in  the  enactment  of  the 
provision:  "that  there  shall  hereafter  be  levied  and  col- 
lected on  all  taxable  property  within  this  Territory,  one 
quarter  mill's  per  cent,  on  the  value  thereof,  for  Territory 
purposes."22  This  meant  the  repeal  of  that  part  of  the 
act  of  1839  which  set  apart  five  per  cent  of  the  gross  taxes 
levied  in  each  county  as  revenue  for  the  Territory.  The 
change  thus  made  has  remained  a  permanent  part  of  our 
fiscal  system. 

The  agitation  for  reform,  however,  continued.  While 
the  rate  of  taxation  was  low  in  pioneer  Iowa,  it  was  fre- 
quently impossible  to  obtain  ready  cash,  and  the  payment 
of  a  small  tax  was  thus  made  a  serious  burden.  An  exam- 
ination of  early  documents  reveals  this  condition.23  The 
Territorial  Agent  reported  in  1841  that  the  only  resources 
he  had  for  continuing  work  on  the  Capitol  consisted  of 
notes  given  in  payment  for  lots  in  Iowa  City  amounting  to 
$18,282.75.  The  excess  of  expenditures  over  receipts  was 
$4,385.60 ;  and  arrearages  incurred  on  the  Capitol  amounted 
to  $5,214.91  in  outstanding  certificates  and  $5,500  in  loans. 

In  his  report  of  December  1,  1842,  the  Territorial  Agent 
again  complains  in  terms  more  emphatic.24  It  was  neces- 
sary to  contract  debts  in  anticipation  of  collections  and  to 
keep  supplies  on  hand  to  meet  daily  wants  because  the  scrip 
made  payable  to  the  bearer  and  based  exclusively  upon 
unsold  lots  in  Iowa  City  would  neither  pass  with  the  mer- 
chants for  goods  nor  be  received  by  the  farmers  for  pro- 
visions.25 The  Agent  refers  to  a  draft  of  $507  as  "more 
than  one  half  of  the  actual  cash  handled  by  me  through  the 
season".  Governor  John  Chambers,  speaking  of  a  pro- 
posed Territorial  tax  for  building  a  penitentiary,  in  his 
message  of  December  7,  1842,  declares  that  ' '  such  a  tax,  in 
addition  to  the  contributions  demanded  of  them  for  indis- 
pensable county  purposes,  would  operate  with  a  degree  of 
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severity  which,  it  is  feared,  the  Eepresentatives  of  the 
States  in  Congress  do  not  justly  appreciate".26  These  de- 
tails are  mentioned  in  order  to  impress  upon  the  reader 
the  actual  economic  conditions  existing  in  pioneer  Iowa 
when  the  historical  foundations  of  our  present  revenue  sys- 
tem were  being  laid. 

Early  in  January,  1843,  the  Legislative  Assembly,  in  re- 
sponse to  urgent  public  demands,  began  in  earnest  the 
work  of  redrafting  the  revenue  laws.  Mr.  Hackleman  of 
the  Eevision  Committee  introduced  into  the  House  of  Eep- 
resentatives a  bill  for  levying  and  collecting  county  and 
Territorial  revenue.  That  the  work  of  the  Eevision  Com- 
mittee was  careless  and  imperfect  is  apparent  from  the 
content  of  the  law  itself  and  from  editorials  in  The  Iowa 
Standard.  When  the  bill  was  introduced,  an  editorial  ap- 
peared giving  a  digest  of  its  chief  provisions.27  Among 
other  provisions  the  gross  amount  of  tax  levied  for  the 
county  and  Territory  was  to  be  five  mills  —  "one  fourth 
mill  for  the  use  of  the  Territory".  In  other  words  the  Ter- 
ritorial revenue  was  not  to  be  a  percentage  of  gross  tax 
receipts,  but  was  to  be  levied  on  a  strict  property  basis. 
Land  was  valued  at  rates  running  from  one  dollar  and 
twenty-five  cents  to  eight  dollars  per  acre.  Finally,  cer- 
tain classes  of  personal  property  were  to  be  assessed  at  a 
fixed  arbitrary  standard  good  for  five  years  unless  changed 
by  the  legislature. 

The  Eevision  Committee  was  searching  for  a  proper 
method  of  determining  the  value  of  real  estate  and  personal 
property.  The  problem  seemed  to  puzzle  them,  as  it  has 
continued  to  puzzle  all  other  legislative  committees  in  Iowa 
since  that  time.  Had  the  original  bill  passed,  a  rigid,  arbi- 
trary, and  unjust  scale  of  valuations  would  have  been  en- 
acted into  law.  A  second  Standard  editorial,  appearing  one 
week  later,  informs  us  that  "the  Eevenue  bill  has  been 
greatly  modified  in  many  particulars".28 
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Four  distinct  changes  of  vital  importance  are  mentioned 
in  the  editorial.  Taxable  property  is  made  to  include 
money,  capital  of  all  descriptions,  and  also  all  descriptions 
of  stock  or  corporation  shares.  The  manner  of  valuing 
real  estate  is  also  entirely  changed,  lands  being  valued  at 
rates  proportioned  to  their  proximity  to  navigable  streams, 
water  privileges,  towns,  villages,  etc.,  and  their  intrinsic 
worth  in  other  respects  and  not  by  an  arbitrary  scale  of 
valuations  as  previously  proposed.  Again  all  personal 
property  is  made  taxable  at  its  value  in  cash.  Finally,  it 
was  provided  that  collectors  should  receive  two  dollars  per 
day  instead  of  a  percentage.  With  these  changes  the  bill 
was  placed  in  the  hands  of  a  select  committee,  with  instruc- 
tions "to  amend  in  such  manner  that  'it  shall  establish  the 
principle  of  assessing  all  real  and  personal  property  at 
what  it  shall  be  worth  in  cash,  including  the  improvements 
on  claim  land,  to  be  assessed  as  personal  property.'  "29 

But  few  changes  were  made  by  the  select  committee  in 
the  act  as  approved  February  13,  1843.  Nevertheless,  the 
law  should  be  remembered  especially  for  the  change  from 
a  county  assessor  to  township  or  precinct  assessors.  "At 
the  time  and  place  of  holding  township  elections,  for  town- 
ship officers,  there  shall  be  elected  one  assessor  for  each 
and  every  organized  township,  who  shall  be  a  qualified 
voter,  whose  term  of  office  shall  be  one  year",  and  in  coun- 
ties not  organized  into  townships  "there  shall  be  one  as- 
sessor elected  in  each  election  precinct".30  Provision  is 
also  made  for  the  appointment,  when  necessary,  of  a  depu- 
ty assessor,  whose  appointment  shall  be  approved  by  the 
township  board  of  trustees. 

The  second  point  worthy  of  special  attention  is  the 
method  of  valuation  of  taxable  property.  It  is  therein  pro- 
vided that  * '  lands  and  all  town  lots  shall  be  valued  at  their 
true  value,  in  cash,  with  all  the  improvements  thereon,  by 
the  present  assessors  ....  with  two  other  persons  of  good 


THE  TERRITORIAL  PERIOD  13 

qualifications,  to  be  appointed  by  the  board  of  county  com- 
missioners ....  and  when  said  appraisers  are  so  appointed 
and  qualified  as  aforesaid,  it  shall  be  their  duty  to  attend 
with  said  assessor,  on  the  second  Monday  in  June  next,  at 
the  county  seat  of  said  county,  then  and  there  to  make  said 
valuation  as  nearly  equal  as  may  be,  which  valuation,  when 
examined  and  corrected  by  the  board  of  county  commis- 
sioners, shall  be  recorded  in  the  clerk's  office  of  said  board, 
and  remain  as  a  fixed  value  for  five  years".31  Again,  it  is 
specified  that  all  personal  property  shall  be  taxed  accord- 
ing to  its  true  value  in  cash,  as  determined  by  the  asses- 
sor.32 Eespecting  the  subject  of  property  valuations  it  will 
be  noted  that  the  act  itself  is  very  different  from  the  bill  as 
originally  drafted  and  reported. 

The  law  further  provides  that  appraisers  are  to  receive 
two  dollars  a  day,  assessors  the  same  compensation,  and  a 
collector  the  following  fees  for  his  services:  five  per  cent 
on  all  taxes  by  him  collected,  except  by  distress,  then  ten 
per  cent  in  addition,  and  on  real  estate  sold,  twenty-five 
cents  for  each  certificate.33  The  collector  is  required  to 
make  monthly  payments  to  the  county  treasurer  and  may 
arrange  to  receive  taxes  either  in  the  respective  townships 
and  precincts  or  at  the  county  seat.34 

Eegarding  the  subject  of  Territorial  revenue  the  act  is 
inconsistent  and  in  fact  contradictory  in  its  terms.  Section 
51  provides  a  tax  of  one  quarter  mill  on  all  taxable  proper- 
ty for  Territorial  purposes,35  while  section  15  makes  the 
rate  half  of  a  mill  on  the  dollar.36  Attention  is  called  to  this 
careless  defect  by  an  editorial  in  The  Iowa  Standard.37 

An  effort  was  made,  however,  to  secure  more  cash  for 
the  Territorial  treasury  by  prohibiting  the  receipt  of  war- 
rants in  lieu  of  money.  To  remedy  the  difficulties  of  obtain- 
ing money  it  was  enacted  that  no  collector  ' '  shall  hereafter 
be  allowed  to  purchase  any  warrant  issued  by  the  auditor, 
or  any  draft  heretofore  issued  by  the  territorial  treasurer 
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upon  any  county  treasurer  in  this  Territory,  with  a  view 
of  paying  the  same  into  the  territorial  treasury  in  lieu  of 
money  collected  or  received  on  account  of  the  Territory".38 
In  short,  three  important  objects  were  accomplished  by  the 
act :  first,  a  township  system  of  assessment  was  established ; 
second,  a  Territorial  tax  was  levied  on  the  basis  of  proper- 
ty in  the  respective  counties;  and  finally,  the  payment  of 
Territorial  revenue  in  cash  was  required. 

It  is  needless  to  say  that  this  law  was  unpopular  and 
unsatisfactory  from  the  beginning.  The  people  at  once  de- 
manded its  repeal.  At  the  opening  of  the  next  session  of 
the  Legislative  Assembly  (1843-1844)  an  editorial  appeared 
in  The  Iowa  Standard  condemning  the  measure.39  The  As- 
sembly at  once  took  up  the  work  of  drafting  a  new  law,  and 
a  bill  relating  to  revenue  was  reported  to  the  House  from 
the  Judiciary  Committee.40  A  later  issue  of  the  Standard 
contains  a  lengthy  discussion  of  the  bill,  in  which  reference 
is  made  to  the  "complicated  and  almost  incomprehensible 
provisions"  of  the  old  law.  "The  bill  now  before  us",  says 
the  writer,  "is  well  drawn  up,  and  is  less  than  half  the 
length  of  the  present  law"41 —  the  truth  of  which  is  at  once 
apparent  from  an  examination  of  the  law  itself  which  is 
systematic,  clear,  and  arranged  in  six  logical  subdivisions. 

On  the  subject  of  property  valuations  the  committee  was 
divided.  Some  of  the  members  held  that  all  real  and  per- 
sonal property  should  be  assessed  "at  the  cash  value  there- 
of at  the  time  of  Assessment."  The  remainder  took  a  dif- 
ferent view,  affirming  that '  *  'All  lands  shall  be  valued  at  the 
true  value  thereof  in  ready  money,  taking  into  considera- 
tion the  fertility  and  quality  of  the  soil,  the  vicinity  to 
roads,  towns,  villages  and  navigable  waters;  water  privi- 
leges on  the  same,  and  all  other  local  advantages,  having 
no  reference  to  improvements  thereon'."42  The  measure 
as  finally  passed  represented  the  views  of  both  elements  in 
the  committee.  The  section  relating  to  property  valuations 
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provided  that  the  "  assessment  shall  be  made  at  the  cash 
value  thereof  at  the  time  of  assessment,  taking  into  con- 
sideration the  fertility  and  quality  of  the  soil,  the  vicinity 
to  roads,  towns,  villages,  and  navigable  waters,  water  privi- 
leges on  the  same,  and  all  other  local  advantages."43  It 
would  seem,  however,  that  the  difference  between  "the 
cash  value  thereof"  and  ''the  true  value  thereof  in  ready 
money"  when  reduced  to  its  lowest  terms  was  one  of  words 
rather  than  of  revenue  principles. 

Aside  from  the  general  form  and  structure  of  the  new 
act  but  few  real  changes  were  made  from  the  old  law  which 
was  so  much  condemned.  The  machinery  and  practical 
working  of  our  revenue  system  were  left  essentially  the 
same.  The  old  law  was  stripped  of  much  of  its  verbiage 
and  a  number  of  contradictory  statements  were  eliminated. 
A  few  real  changes,  however,  merit  special  attention.  Per- 
sonal property  under  mortgage  was,  for  purposes  of  tax- 
ation, deemed  to  be  the  property  of  the  party  having  pos- 
session.44 It  was  further  provided  that  "money  at  interest 
and  stocks  in  any  corporation  or  association,  shall  be 
deemed  and  taken  to  be  personal  property  and  shall  be 
taxed  at  their  true  value."45  Territorial  orders  or  war- 
rants were  to  be  received  for  Territorial  taxes;  county  or- 
ders, for  county  taxes;  and  township  orders,  warrants,  or 
scrip,  for  township  taxes.  Such  in  brief  was  the  act  re- 
ferred to  by  The  Iowa  Standard  as  "probably  the  best  and 
most  consistent  act  of  the  kind  that  has  ever  found  a  place 
upon  our  statute  book".46  Many  unnecessary  words  had 
been  removed,  something  definite  had  been  enacted  regard- 
ing the  taxation  of  credits,  and  provision  was  made  for  re- 
ceiving Territorial  taxes  either  in  cash  or  in  Territorial 
orders  or  warrants  —  a  rule  also  applied  to  the  county  and 
township.  Finally,  the  township  system  of  assessment  was 
continued,  a  half  mill  was  levied  for  Territorial  revenue, 
and  property  was  assessed  at  its  cash  value. 
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But  the  Territorial  period  continued  to  be  one  of  agita- 
tion and  change  in  fiscal  affairs.  A  large  element  in  the 
population  had  been  accustomed  to  the  county  organization 
as  a  form  of  local  government;  and  accordingly,  they  were 
opposed  to  a  system  of  township  or  precinct  assessors.  It 
will  be  recalled  that  the  early  acts  provided  for  a  county 
assessor.47  In  1843  the  township  or  precinct  system  was 
established,48  and  in  the  following  year  it  was  confirmed 
by  the  Legislative  Assembly.49  This  change  in  fiscal  admin- 
istration from  the  county  to  the  township  is  indicative  of 
the  strife  which  existed  in  pioneer  Iowa  between  the  two 
forms  of  local  government. 

At  the  regular  session  of  the  Legislative  Assembly  which 
convened  on  May  5,  1845,  the  administration  of  the  tax  sys- 
tem was  again  considered  and  an  act  was  passed  providing 
for  a  return  to  the  county  plan  of  assessment.  It  was  en- 
acted that  "there  shall  be  elected  on  the  first  Monday  of 
August  in  each  year,  by  the  qualified  voters  in  each  county 
in  this  Territory,  one  county  Assessor  who  shall  hold  his 
office  for  the  term  of  one  year  from  the  day  of  his  election, 
and  until  his  successor  is  duly  elected  and  qualified,  and 
shall  perform  all  the  duties  that  are  or  may  hereafter  be 
required  of  him  by  law",  and  when  he  " shall  deem  it  neces- 
sary, he  may  appoint  a  deputy  Assessor,  to  be  approved  of 
by  the  board  of  county  commissioners. " 50  A  few  months 
later,  by  the  provisions  of  the  last  tax  measure  passed  dur- 
ing the  Territorial  period,  the  duties  of  the  county  assessor 
were  clearly  defined.51 

The  history  of  taxation  in  Iowa  during  the  Territorial 
period  would  be  incomplete,  however,  without  a  brief  refer- 
ence to  the  long  struggle  for  Statehood  and  the  condition  of 
the  public  mind  which  was  disclosed  by  this  contest.  In 
his  message  of  November  5, 1839,  Governor  Lucas  said  that 
the  Territory  "may,  in  my  opinion,  with  propriety  proceed 
to  measures  preparatory  to  the  formation  of  a  Constitu- 
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tion  and  State  Government,  and  for  our  admission  into  the 
Union  as  an  independent  State".52  This  recommendation 
was  taken  up  and  considered  by  the  Committee  on  Terri- 
torial Affairs,  which  reported  that  it  was  inexpedient  to 
take  any  preparatory  steps  for  admission  into  the  Union 
"at  the  present  session  of  the  Legislative  Assembly".53 
Moreover,  the  report  contained  these  significant  lines: 

Your  committee  have  also  taken  into  consideration  the  subject 
of  our  Territorial  expenses  being  now  defrayed  by  the  General 
Government,  and  our  whole  system  of  affairs  both  civil  and  mili- 
tary being  sustained  at  little  or  no  cost  to  the  people  —  while  on 
the  other  hand  there  is  but  one  of  two  alternatives  for  defraying 
the  expenses  contingent  upon  our  commencement  of  a  State  Gov- 
ernment. The  one  an  immediate  contraction  of  a  heavy  public 
debt  by  negotiating  loans  from  abroad,  which  must  keep  us  long 
under  embarrassment  in  our  State  affairs:  The  other  an  imme- 
diate assessment  of  heavy  rates  upon  personal  property,  or  a  levy 
of  a  heavy  poll  tax  upon  individuals;  which  must  render  the  new 
State  Government  burthensome  as  well  as  odious  to  the  people.54 

Agitation  for  Statehood  continued.  The  question  of  call- 
ing a  constitutional  convention  was  submitted  to  the  peo- 
ple in  1840  and  again  in  1842 ;  but  in  each  case  the  proposi- 
tion was  rejected  by  a  decisive  majority.  The  demand  for 
Statehood  was  voiced  by  the  Iowa  Capitol  Reporter  in  these 
words : 

Who  that  has  been  absent  from  the  Territory  since  he  has  re- 
sided in  it,  has  not  felt  that  he  would  rather  hail  as  the  citizen  of 
an  Independent  State,  than  of  a  Territory  kept  in  leading  strings 
by  the  Federal  Government,  and  supported  by  its  bounty?  And 
would  not  prefer  paying  a  small  additional  tax  for  the  maintainance 
of  a  State  Government,  should  it  become  necessary,  than  subject 
himself  to  any  such  humiliation  ?  55 

Little  was  accomplished  until  1844,  when  a  vote  was  re- 
turned by  the  people  in  favor  of  State  government.  The 
first  constitutional  convention  met  at  Iowa  City  in  October, 
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1844.  The  constitution  adopted  by  this  convention  was 
twice  submitted  to  the  people  in  1845,  and  twice  rejected  by 
them.  The  debates  of  the  Convention  of  1844  are  instruc- 
tive along  many  lines  of  research,  including  the  subject  of 
taxation.56 

When  the  subject  of  calling  a  convention  was  up  for  con- 
sideration the  two  Iowa  City  papers  took  opposite  sides. 
The  Iowa  Standard  maintained  that  "when  the  people  had 
a  fair  opportunity  of  investigating  the  matter,  they  would 
never  decide  in  favor  of  a  State  Government.  Instead  of 
receiving  over  $60,000  they  would  have  to  pay  over  $40,000. 
We  could  not  reasonably  calculate  upon  our  government 
costing  us  less  than  that".57  It  was  further  estimated  that 
the  total  expense  of  Des  Moines  County  under  Statehood 
would  be  $9,706  as  compared  with  only  $3,190  under  the 
Territorial  system  —  an  increase  of  $6,516. 

In  opposition  to  this  statement  the  following  able  and  in- 
structive editorial,  entitled  State  Government,  appeared  in 
the  Reporter: 

So  far  as  the  taxes  are  concerned,  we  very  much  doubt  whether 
they  would  be  any  greater  than  they  are  at  present. —  Every  one 
must  be  aware  that  has  lived  in  the  Territory  for  any  length  of 
time,  that  the  laws  for  the  collection  of  taxes  are  not  so  strictly 
enforced  under  a  Territorial  as  under  the  State  Governments. — 
True,  in  some  few  counties  they  may  be,  but  as  a  general  rule  a 
rigid  system  of  collecting  the  taxes,  would  soon  lighten  the  burden 
of  taxation  in  most  of  the  counties  of  the  Territory,  and  under  a 
State  organization  this  would  inevitably  be  the  case.  All  the  of- 
ficers under  a  State  Government,  being  elected  by  the  people,  would 
be  immediately  accountable  to  them  for  a  dereliction  of  duty ;  and 
the  fear  of  the  popular  will  would  make  the  accounting  officers  re- 
quire those  whose  duty  it  would  be  to  collect  the  revenue  to  give 
a  strict  account  of  the  manner  in  which  they  had  performed  the 
duty  entrusted  to  them; — the  consequence  would  be  that  the  list 
of  delinquent  tax  payers  in  the  different  counties  would  soon  dwin- 
dle to  little  or  nothing;  and  not  be,  as  at  present,  in  some  of  the 
counties  nearly  one  half  of  the  tax  roll.88 
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The  convention  which  was  called  began  its  labors  at  Iowa 
City  in  October,  1844.  The  argument  of  the  increased  finan- 
cial burdens  of  Statehood  was  advanced  with  much  force. 
The  Standard  declared  that  "the  introduction  of  nearly 
$100,000  annually  into  our  Territory  by  the  U.  S.  —  being 
about  $1  for  every  man,  woman,  and  child  in  the  country  — 
should  not  be  hastily  thrown  aside;  but  on  the  contrary, 
should  be  allowed  to  flow  in  as  long  as  possible.  We  com- 
plain that  our  taxes  are  already  heavy  and  almost  unbear- 
able. Will  this  taxation  become  lighter  by  drawing  on  the 
robes  of  State  sovereignty?  ....  Now,  if  our  fellow- 
citizens  believe  that  they  can  pay  $50,000  annually  without 
inflicting  upon  themselves  serious  injury,  they  will  of 
course,  adopt  the  constitution ;  but  if,  on  the  contrary,  they 
conclude  that  it  is  better  to  receive  $80,000  than  to  pay  out 
$50,000,  they  will  certainly  continue  their  present  form  of 
government."  59 

The  press  of  the  Territory  was  much  divided  on  the  issue 
of  the  adoption  of  the  Constitution;  nor  did  the  discussion 
follow  party  lines.  Democratic  and  Whig  politicians  were  ac- 
tive on  both  sides,  although  each  accused  the  other  of  being 
enemies  of  the  Constitution.  It  may  be  said,  however,  that 
the  Whigs  in  the  main  were  inclined  to  oppose  and  the 
Democrats  to  favor  the  Constitution.  That  efforts  were 
made  to  make  it  a  party  issue  is  clear  from  the  following : 

We  were  not  surprised  to  find  in  that  most  violent  and  wreckless 
of  the  whig  prints,  the  Standard  of  last  week,  a  declaration  in 
favor  of  remaining  a  territory,  based  upon  the  most  short-sighted, 
narrow,  penurious,  and  degrading  arguments;  and  this,  notwith- 
standing that  during  the  canvass,  it  roundly  denied  our  charge  that 
the  whig  press  and  leaders  were  secret  enemies  of  admission  into  the 
Union.60 

The  Davenport  Gazette,  the  Bloomington  Herald,  the 
Dubuque  Transcript,  and  the  Burlington  Hawk-Eye  were 
disposed  to  criticism,  if  not  to  open  opposition.  The  Bur- 
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lington  Gazette,  the  Territorial  Gazette,  the  County  Demo- 
crat, and  the  Iowa  Capitol  Reporter  favored  the  idea  of 
Statehood.  The  second  constitutional  convention  met  at 
Iowa  City  in  May,  1846.  The  constitution  drafted  by  this 
convention  was  ratified  by  the  people,  and  Iowa  became  a 
State  on  December  28, 1846. 

In  the  light  of  this  review  of  some  of  the  leading  facts 
in  the  history  of  taxation  in  Iowa  from  1838  to  1846,  the 
Territorial  period  may  be  denned  as  one  of  experiment 
and  constant  change  in  the  tax  laws.  In  almost  every  ses- 
sion of  the  eighth  Legislative  Assemblies  a  new  patch  was 
added  to  our  revenue  system,  or  at  least  some  verbal 
changes  were  made  in  the  laws.  It  was  a  period  of  tax  leg- 
islation, not  of  thorough  fiscal  administration.  Neverthe- 
less, the  general  outlines  of  a  revenue  system,  both  local 
and  central,  were  created  and  became  the  heritage  of  the 
State  government. 

The  point  to  be  especially  noted  by  the  student  of  tax- 
ation is  that  the  revenue  system  from  1838  to  1846  can  not 
be  understood  by  simply  mentioning  the  details  of  the 
statutes.  Laws  which  look  well  on  paper  are  frequently 
worthless  in  point  of  fact  because  they  are  not  enforced. 
This  was  largely  the  case  with  the  tax  laws  during  the  pe- 
riod under  consideration.  Complaints  were  frequently 
made  of  the  delinquent  tax  list,  the  difficulty  of  obtaining 
the  full  quota  of  taxes  from  each  county  and,  what  logically 
follows,  the  high  tax  rate  and  the  piling  up  of  debts. 

The  practical  working  of  the  tax  system  and  the  condi- 
tion of  the  treasury  are  revealed  in  the  legislative  and 
executive  documents  of  the  time.  In  his  fourth  annual  mes- 
sage of  May  5, 1845,  Governor  Chambers  says  that  "the  cre- 
ation of  demands  against  the  Territory,  for  the  payment 
of  which  the  Treasury  affords  no  means,  under  the  expecta- 
tion, (which  may  be  disappointed,)  that  Congress  will  pro- 
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vide  for  them,  is  productive  of  great  inconvenience  to  those 
to  whom  they  are  payable,  and  ought  to  be  avoided."61 
Seven  months  later  in  his  message  of  December  3,  1845r 
Governor  James  Clarke  recommends  that  "if  possible,  also, 
some  measures  should  be  adopted  to  ensure  the  more  regu- 
lar payment  of  the  Territorial  tax  into  the  treasury  by  the 
county  collectors,  much  delay  and  irregularity  in  this  par- 
ticular having  heretofore  prevailed. ' ' 62  The  Territorial 
Treasurer  in  his  report  of  December  8,  1845,  says  that 
"Territorial  Warrants  are  worth  but  fifty  cents  on  the 
dollar  —  a  depreciation  that  is  scarcely  to  be  found  in  any 
county  in , this  Territory",63  and  he  recommends  that  the 
Territorial  tax  be  increased  to  one  mill  on  the  dollar.64  In 
the  Auditor's  report  of  the  same  year  the  total  amount  of 
resources  is  found  to  be  $6,871.72,  the  amount  of  liabili- 
ties outstanding,  $17,650.60,  or  an  excess  of  liabilities  above 
resources  amounting  to  $10,778.88.65 

Such  were  the  fiscal  conditions  one  year  before  Iowa  was 
admitted  as  a  State.  In  his  second  message  of  December 
2,  1846,  Governor  Clarke  says  that  "it  cannot  be  denied 
that  under  the  Territorial  organization,  with  all  our  legis- 
lative, executive  and  judicial  expenses  borne  by  the  General 
Government,  a  system  of  taxation  exceeded  for  severity  by 
but  few  of  the  States  of  the  Union  has  prevailed.  While 
these  excessive  levies  have  been  submitted  to,  the  necessity 
for  their  imposition  has  been  denied.  The  time  is  believed 
to  be  at  hand  when  the  reform  in  this  particular,  looked  for 
in  vain  for  so  long  a  period,  is  imperiously  demanded  by 
public  opinion ;  and  I  confidently  anticipate  the  adoption  of 
such  measures,  by  the  Legislature,  as  will  correct  the  evil 
in  [the]  future."66 

Thus  the  Territorial  period  closed  with  a  fiscal  system, 
which,  according  to  the  language  of  the  chief  executive,  was 
unable  to  produce  sufficient  revenue  to  meet  the  limited  de- 
mands incident  to  a  Territorial  form  of  government.  Some- 
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thing  definite,  however,  had  been  accomplished.  Though 
the  beginnings  of  our  revenue  system  were  necessarily 
crude,  having  evolved  from  the  actual  conditions  of  pioneer 
Iowa,  the  fact  remains  that  real  foundations  were  laid  for 
future  development. 

What  these  foundations  were  must  now  be  apparent  to 
the  critical  reader.  The  period  began  with  the  county  sys- 
tem of  assessment.67  In  1843  a  change  was  made  to  the 
township  system;68  but  before  admission  into  the  Union 
the  county  plan  was  reintroduced.69  The  basis  of  assess- 
ment also  became  a  serious  problem.  Was  property  both 
personal  and  real  to  be  valued  according  to  arbitrary  rules, 
or  should  it  be  assessed  on  the  basis  of  true  value  or  actual 
cash  value?  If  so,  how  should  such  value  be  measured? 
In  estimating  the  value  of  land,  should  improvements  there- 
on be  included  or  excluded?  After  much  debate  in  the  Leg- 
islative Assembly  it  was  finally  decided  that  property 
should  be  assessed  at  its  cash  value,  taking  into  considera- 
tion certain  factors  definitely  outlined  by  law,  and  that  im- 
provements on  land  should  be  included  in  the  valuation  for 
purposes  of  assessment.  Again,  it  has  been  noted  that  the 
plan  of  apportioning  Territorial  revenue  according  to  the 
gross  tax  receipts  of  the  various  counties  was  changed  to 
the  more  equitable  millage  rate  on  property. 

Finally,  it  should  always  be  borne  in  mind  that  the  coun- 
ty, judged  from  the  standpoint  of  administration,  was  the 
real  seat  of  fiscal  authority,  having  in  charge  both  the  as- 
sessment of  property  and  the  levy  and  collection  of  taxes. 
Manifestly  this  authority,  if  exercised  at  all,  could  be  di- 
minished in  only  two  ways.  It  could  pass  over  to  the  State, 
on  the  one  hand,  or  be  absorbed  by  the  lesser  units  of  gov- 
ernment on  the  other.  To  trace  this  development  will  be 
one  of  the  instructive  subjects  of  future  chapters. 
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THE  PEEIOD  OF  THE  FIRST  CONSTITUTION 

1846-1857 

The  Constitution  under  which  Iowa  was  admitted  into 
the  Union  provides  that ' '  all  laws  of  a  general  nature  shall 
have  a  uniform  operation",70  an<l  that  each  house  " shall 
have  all  other  poers  necessary  for  a  branch  of  the  General 
Assembly  of  a  free  and  independent  State. '  '71  Aside  from 
these  provisions  there  is  almost  nothing  in  the  Constitu- 
tion of  1846  affecting  the  general  subject  of  taxation,  the 
regulation  of  which  was  left  to  the  people  through  their 
chosen  representatives. 

That  the  revenue  system  at  the  close  of  the  Territorial 
period  was  defective  and  demanded  reform,  has  been  clear- 
ly pointed  out  in  the  foregoing  chapter.  If  it  had  not  been 
able  to  supply  adequate  revenue  when  all  legislative,  execu- 
tive, and  judicial  expenses  of  the  Territorial  government 
were  borne  by  the  Federal  government  it  would  surely  not 
be  capable  of  meeting  the  larger  demands  of  the  State  gov- 
ernment.72 Governor  James  Clarke,  the  retiring  Territo- 
rial executive,  stated  that  one  of  the  most  important  sub- 
jects demanding  legislation  would  be  that  of  revenue  for 
the  support  of  the  State.  For  the  realization  of  a  satisfac- 
tory system  of  State  taxation  temporary  measures  would 
not  prove  adequate.  A  permanent  revenue  system,  the  Gov- 
ernor declared,  should  be  established  and  in  fact  was  de- 
manded by  considerations  of  sound  policy  and  the  larger 
duties  of  Statehood. 

Some  of  the  facts  which  the  Governor  had  in  mind  when 
he  made  his  recommendations  are  disclosed  by  an  examina- 
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tion  of  the  reports  of  the  Auditor  and  the  Treasurer.  In 
November,  1846,  the  Treasurer  submitted  a  statement  of 
finances  73  as  follows : 

1845.  Amount  in  the  Treasury,  Dec.  10,  1845, $       33.50 

1846.  Amount  received  since  10th  Dec.,   1845,  and  up 

to  the  16th,  Nov.  1846,  from  counties, 3,716.23 

Total  amount  of  receipts,  $  3,749.73 

Disbursements  from  10th  Dec.  1845,  to  16th  Nov., 

1846,  $  3,765.09 

Excess  of  disbursements, $       15.36 

With  so  small  a  revenue  and  an  excess  of  disbursements 
the  fiscal  outlook  was,  to  say  the  least,  not  encouraging. 
But  to  make  conditions  worse,  many  counties  were  delin- 
quent in  the  payment  of  taxes.  A  list  of  such  counties  is 
furnished  in  the  Auditor's  report.  There  it  appears  that 
for  the  fiscal  year  ending  in  November,  1846,  the  amount 
of  delinquent  taxes  was  $8,167.50  as  compared  with  a  reve- 
nue for  the  same  period  of  only  $3,716.23.  In  other  words 
less  than  one-third  of  the  Territorial  revenue  had  been  ac- 
tually collected  on  account  of  careless  and  inefficient  ad- 
ministration.74 

But,  while  the  Treasury  was  empty  and  the  tax  system 
weak  and  defective  from  the  standpoint  of  administration, 
another  and  very  different  problem  seemed  to  attract  pub- 
lic attention  —  the  problem  of  non-resident  landholders  and 
the  taxation  of  improvements  on  land.  The  problem  of  de- 
veloping adequate  machinery  for  the  collection  of  taxes  was 
temporarily  lost  sight  of  in  the  popular  mind  through  a 
discussion  of  "land  monopoly"  and  non-resident  specula- 
tors. It  will  be  remembered  that  in  1839  an  act  was  passed 
which  prohibited  the  taxation  of  improvements  on  land.75 
This  act  was  soon  repealed  because  the  majority  held  that 
it  was  contrary  to  the  Organic  Law  of  the  Territory,  which 
limited  the  legislative  power  by  the  words:  "nor  shall  the 


PERIOD  OF  THE  FIRST  CONSTITUTION  25 

lands  or  other  property  of  non-residents  be  taxed  higher 
than  the  lands  or  other  property  of  residents. ' ' 76  This 
prohibition  of  the  Organic  Law,  or  at  least  apparent  pro- 
hibition, tended  to  check  the  discussion  of  the  exemption  of 
the  improvements  on  land  during  the  Territorial  period. 

But  when  Iowa  was  admitted  into  the  Union  and  the 
Constitution  made  the  basis  of  government,  a  strong  mi- 
nority demanded  the  exemption  of  improvements  on  land 
and  became  very  outspoken  in  the  criticism  of  non-resident 
speculators.  A  second  class  of  citizens,  however,  believed 
in  ad  valorem  taxation ;  and  they  held  that  were  all  values 
taxed  the  burdens  of  taxation  would  be  more  equitably  dis- 
tributed and  the  rate  correspondingly  reduced.  The  whole 
problem  was  freely  discussed  during  the  closing  weeks  of 
the  Territorial  period  and  for  a  number  of  years  after  the 
Constitution  was  adopted. 

Space  will  permit  only  a  brief  presentation  of  the  ar- 
guments advanced.  The  Bloomington  Herald  was  an  advo- 
cate of  exemption  and  published  a  strong  series  of  articles 
relative  thereto.  On  October  23, 1846,  an  editorial  appeared 
giving  an  admirable  summary  of  the  claims  of  those  who 
advocated  the  exemption  of  improvements.  It  was  claimed 
that  "non-residents  who  have  had  capital  to  spare  have  in- 
vested largely  in  Iowa  land  on  speculation  only" ;  that  "the 
evil  of  the  present  system  of  land  monopoly  is  multiform 
and  ruinous  in  its  effects  upon  the  country" ;  that  "it  [land 
monopoly]  prevents  the  dense  settlement  of  the  country, 
and  interferes  with  the  establishment  of  schools  in  neigh- 
borhoods by  forcing  settlers  so  far  asunder  that  they  can- 
not maintain  teachers";  and  that  "it  establishes  the  idea 
that  every  one  has  a  right  to  make  all  the  money  he  can  off 
of  the  labor  of  others".77  The  sturdy  pioneers  of  Iowa  did 
not  propose  to  have  their  labor  serve  as  the  means  of  in- 
directly creating  unearned  increments  for  the  benefit  of 
non-residents  who  allowed  their  lands  to  lie  vacant  and 
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accumulate  commercial  value  from  the  general  development 
of  the  country.  Such  investments  for  speculative  purposes 
only  were  regarded  by  the  man  of  the  frontier  as  savings 
banks  wherein  the  deposits  were  necessarily  made  by  the 
toil  of  actual  settlers. 

As  a  remedy  for  these  evils  it  was  proposed  to  place  all 
the  taxes  on  real  estate,  making  no  distinction  save  that  for 
different  grades  of  land.  This  proposed  tax,  which  in  a 
disguised  form  was  in  reality  to  be  levied  on  the  unearned 
increment  of  land,  it  was  alleged,  would  place  the  non-resi- 
dent on  terms  of  equality  with  the  resident.  In  reaching 
this  conclusion  the  pioneer  did  not  stop  to  formulate  any 
definite  theory  of  land  values,  still  less  of  taxation.  Those 
who  opened  up  the  Territory  of  Iowa  were  not  men  of  fine 
distinctions,  on  the  one  hand,  or  of  broad  generalizations 
on  the  other.  They  were  for  the  most  part  men  of  plain 
honesty  and  hard  common  sense.  In  thinking  about  this 
problem  they  came  to  the  very  obvious  conclusion  that  im- 
provements made  on  one  piece  of  land  not  only  enhanced 
the  value  of  that  land  but  also  the  farm  across  the  road  — 
and  in  fact  all  the  land  of  the  surrounding  country.  For 
this  reason  it  seemed  to  them  just  and  expedient  to  tax  such 
enhanced  value  (unearned  increment)  of  the  farm  across 
the  road  belonging  to  the  non-resident  and  held  for  pur- 
poses of  speculation,  and  thereby  relieve  the  improvements 
created  by  their  own  labor.  Such  a  fiscal  program,  in  their 
judgment,  was  founded  on  considerations  of  both  expedi- 
ency and  justice  —  just,  because  it  meant  the  taxation  of 
speculative  or  unearned  value;  and  expedient,  because  it 
would  encourage  better  and  more  beautiful  improvements, 
open  up  all  the  land  to  actual  settlers  at  reasonable  prices, 
stimulate  education,  and  in  fact  promote  the  general  prog- 
ress and  prosperity  of  the  country. 

The  same  general  line  of  arguments  were  repeated  and 
enlarged  upon  in  later  articles  in  The  Bloomington  Herald. 
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For  example,  it  was  declared  that  ''the  present  system  of 
Taxes  in  the  State  of  Iowa  is  incompatible  with  the  rights, 
equality,  and  progress  of  the  many.  ...  No  folly  can  be 
more  blind,  no  madness  can  be  more  ruinous,  than  the  policy 
of  taxing  the  improvements  of  the  country  for  the  benefit 
of  the  Land  Speculators  —  men  who  simply  invest  the  sur- 
plus of  overgrown  fortunes  in  the  soil  of  a  country  for  the 
most  unjust  purpose  of  accumulating  wealth  at  the  expense 
of  the  industrious  classes  —  those  classes  who  make  the 
country  all  that  it  is,  or  can  be. ' ' 78 

An  especially  strong  and  clear  statement  was  made  in  a 
communication  signed  "Plowman".  "This,  then,"  Plow- 
man writes,  "strikes  at  the  very  root  of  Equality  of  Rights, 
and  tends  most  effectually  to  make  the  rich  richer  and  the 
poor  poorer,  and  confers  an  exclusive  privilege  upon  the 
speculating  monopolist,  directly  at  variance  with  the  fun- 
damental principles  of  the  institutions  of  our  country." 

"I  rejoice",  continues  Plowman,  "that  the  subject  of 
taxation  is  being  presented  to  the  citizens  of  our  infant 
State  ....  I  am  opposed  to  monopolies,  of  all  sorts,  more 
especially  to  monopolizing  the  public  domain,  or  lands,  and 
I  hope  our  Representatives  who  are  soon  to  convene  in 
General  Assembly,  will  early  take  this  subject  into  consid- 
eration, irrespective  of  partizan  considerations,  and  pass 
such  laws  as  will  secure  Equal  and  Exact  Justice  to  all  the 
citizens  of  our  infant  State. ' ' 79 

In  these  later  days,  when  so  much  is  heard  of  the  vari- 
ous forms  of  monopoly,  it  is  interesting  to  learn  that  to 
the  first  settlers  of  Iowa  the  question  of  "land  monopoly" 
presented  a  real  danger.  Fortunately,  in  the  case  of  agri- 
cultural land,  these  fears  have  not  been  realized;  but  the 
whole  subject  is  none  the  less  instructive  from  the  stand- 
point of  the  social  and  industrial  history  of  the  State. 

On  the  other  hand  the  advocates  of  the  so-called  ad  va- 
lorem system  of  taxation  were  not  without  arguments.  To 
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exempt  so  large  an  amount  of  property,  it  was  claimed, 
would  vitiate  every  principle  of  equality  of  taxation.  Again, 
if  the  United  States  owned  the  land  held  by  non-residents 
no  taxes  would  be  received  from  it.  In  another  communica- 
tion signed  " Chips",  appearing  in  The  Bloomington  Herald 
two  weeks  later,  it  was  said  that  "the  question  at  issue  is  — 
shall  we  levy  a  higher  tax  upon  land  in  consequence  of  its 
being  owned  by  non-residents,  than  upon  other  property. 
.  .  .  When  we  break  this  rule  of  equal  taxation,  it  leads  to 
incalculable  and  endless  difficulties.  If  it  be  so  great  an 
evil  as  to  require  the  interposition  of  law,  the  government 
should  not  sell  to  non-residents,  but  let  all  the  lands  be 
entered  by  preemption."80 

In  reply  to  "Chips"  the  opposition,  advocating  the  ex- 
emption of  the  improvements,  became  more  extreme  in  their 
denunciation  of  non-resident  landholders.  The  creation  of 
a  land  monopoly  was  again  made  the  point  of  attack.  ' '  The 
greatest  curse  that  can  befall  any  country, ' '  said  one  writer, 
"is  the  monopoly  of  land.  Other  monopolies  have,  com- 
paratively, but  an  ephemeral  existence  —  but  Land  Monop- 
oly extends  from  generation  to  generation, —  from  century 
to  century  —  and  its  stringent  evils  are  the  curse  of 
ages."81  Obviously  these  views  were  extreme;  but  they 
indicate  the  temper  of  the  early  settlers  of  this  Common- 
wealth. 

On  January  2, 1847,  while  the  first  General  Assembly  was 
in  session  a  convention  of  citizens  of  Muscatine  County 
passed  a  number  of  resolutions  in  which  it  was  declared 
"that  the  value  of  improvemeirts  on  such  lands  or  town  lots 
should  not  be  included  in  the  assessments  unless  it  should 
be  for  corporation  purposes  in  towns."82  These  resolutions 
were  presented  to  the  General  Assembly,  and  contain  a 
complete  resume  of  the  subject  under  consideration.83  The 
idea  of  social  or  unearned  value  was  clearly  stated  and  the 
principle  of  allowing  it  to  go  untaxed  vigorously  con- 
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demned.  Were  it  not  for  the  labor  of  the  settler  and  the 
protection  afforded  by  the  government  supported  by  him, 
it  was  alleged,  such  value  would  not  exist ;  therefore,  what 
could  be  more  obvious  or  just  than  that  in  formulating  a 
scheme  of  taxation  "the  Legislature  should  aim  to  secure 
an  equality  of  its  burdens,  proportioning  the  same  to  the 
benefits  which  the  non-resident  receives  from  the  labor  of 
the  resident,  as  well  as  what  each  receives  on  the  score  of 
protection  from  the  government." 

In  the  new  revenue  measure  as  approved  February  25, 
1847,  these  demands  were  not  granted:  the  views  of  the 
party  favoring  what  was  termed  ad  valorem  taxation  pre- 
vailed. Among  other  provisions  of  the  act,  each  person  is 
required  to  give  in  to  the  assessor  "all  town  lots  or  lands 
with  improvements  thereon."84  The  property  liable  to 
taxation  was  also  made  to  include  ' i  every  annuity,  together 
with  all  moneys  invested  in  property,  of  any  kind,  and  se- 
cured by  deed,  mortgage,  or  other  evidence  of  claim :  Pro- 
vided, That  each  person  giving  in  his  list  may  deduct  from 
the  amount  of  money  due  him  at  interest  the  amount  which 
he  may  owe,  and  on  which  he  pays  interest,  so  as  to  pay 
taxes  only  on  the  excess.  The  valuation  of  the  property 
shall  be  its  real  worth  in  money,  and  not  what  it  would 
bring  at  auction  or  a  forced  sale."  85 

It  is  significant  that  by  the  terms  of  the  same  act  which 
rejected  the  plan  of  exempting  improvements,  provision 
was  definitely  made  for  the  deduction  of  just  debts  from  the 
amount  of  credits  listed  for  taxation.  The  meaning  of  this 
is  clear.  The  actual  settler  after  all  his  agitation,  speeches, 
and  editorials  was  not  only  compelled  to  pay  taxes  on  his 
land  and  improvements  but  was  granted  no  deduction  from 
the  assessed  valuation  of  the  same.  All  tangible  property, 
the  law  declared,  must  be  assessed  in  order  to  realize  what 
was  supposed  to  be  an  equitable  plan  of  ad  valorem  taxa- 
tion. On  the  other  hand,  the  money  leaner  who  held  mort- 
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gages  against  such  land  and  improvements  was  permitted 
to  make  a  deduction  of  just  debts.  To  some  minds  the 
handwriting  on  the  wall  was  evident.  It  should  not  be  for- 
gotten that  even  in  pioneer  Iowa  the  capitalist  had  some- 
thing to  do  with  determining  the  course  of  "  practical  legis- 
lation". 

The  reader  will  recall  that,  under  the  provisions  of  the 
act  approved  January  24,  1839,  the  sheriff  was  made  collec- 
tor of  county  taxes  —  a  position  later  occupied  by  the  coun- 
ty treasurer.86  In  the  act  under  consideration  it  was  pro- 
vided that  the  sheriff  be  made  the  ex-officio  assessor  and 
the  recorder  the  ex-officio  treasurer  of  the  county.87  Dur- 
ing the  early  years  of  the  government  there  seemed  to  be 
no  settled  policy  regarding  the  officials  charged  with  the 
administration  of  the  fiscal  system.  The  salary  of  the  asses- 
sor was  reduced  to  one  dollar  a  day,  but  he  was  still  given 
the  privilege  of  appointing  a  deputy  when  necessary  "to 
be  approved  by  the  Board  of  Commissioners. " 88  It  was 
further  provided  that  "partners  in  mercantile  or  other 
business  may  be  jointly  taxed  under  their  partnership  name, 
for  all  capital,  personal  and  real  property,  employed  in  such 
business;  and  in  case  of  being  so  jointly  taxed,  each  part- 
ner shall  be  liable  for  the  whole  tax. ' ' 89 

Regarding  the  inefficient  collection  of  State  revenue  from 
the  counties,  about  which  so  much  complaint  had  been  made, 
the  act,  now  being  considered,  represents  little  if  any  real 
improvement.  It  was  stipulated  that  "one  half  of  the  State 
revenue  shall  be  paid  in  cash  and  the  remainder  in  cash  or 
Auditor's  warrants",  and  the  treasurer  of  each  county 
' '  shall  pay  into  the  State  Treasury  the  amount  of  money  col- 
lected by  him,  on  or  before  the  15th  day  of  February  of  each 
year."90  There  is  nothing  definite  or  compulsory  in  these 
pro  visions,  the  State  Treasurer  not  being  clothed  with  power 
to  compel  the  county  treasurers  to  pay  their  full  quota  of 
State  tax. 
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From  the  standpoint  of  tax  administration  the  same 
defect  continued  to  prevail.  In  fact,  almost  nothing  was 
done  to  clothe  the  State  with  any  real  fiscal  authority.  The 
few  administrative  duties  it  had  to  perform  were  perfunc- 
tory and  not  vital. 

Two  years  later  a  more  definite  step  was  taken  along  this 
line.  An  act  was  passed  providing  that  "it  shall  be  the  duty 
of  the  clerks  of  the  boards  of  county  commissioners,  asses- 
sors and  prosecuting  attorneys,  of  the  several  counties,  to 
furnish  such  information  in  reference  to  the  State  revenue 
as  shall  be  required  by  the  Auditor  of  State,  and  a  failure 
by  any  such  officers,  to  furnish  the  information,  if  in  their 
possession,  as  required  by  the  Auditor  of  State,  shall  be 
liable  to  a  fine  of  twenty-five  dollars,  which  shall  be  collected 
by  an  action  of  debt  in  the  name  of  the  State,  before  any 
competent  tribunal,  and  the  boards  of  county  commissioners 
shall  make  such  compensation  for  said  services  as  they  may 
deem  just  and  reasonable."91  In  this  measure  is  noted 
the  first  serious  effort  to  correct  the  evil  of  lax  adminis- 
tration. 

The  next  changes  in  our  revenue  system  came  with  the 
Code  of  1851.  In  his  biennial  message  of  December  3, 1850, 
Governor  Ansel  Briggs  makes  only  a  brief  statement  re- 
garding taxation.  "The  assessment  of  1850",  he  says, 
"shows  an  increase  of  the  revenue  from  taxable  property 
within  the  State,  of  $20,409.28.  Should  the  revenue  con- 
tinue to  increase  in  the  same  proportion,  we  may  reasonably 
expect  that  our  State  will,  in  a  few  years,  be  freed  from 
all  incumbrances.  "92 

The  Governor,  however,  directs  our  attention  to  the  Au- 
ditor's report,  which  is  definite  and  comprehensive  in  its 
scope  and  worthy  of  careful  study.  The  Auditor  complains 
that  some  of  the  counties  are  in  arrears  to  a  large  amount, 
and  points  out  specific  counties  where  the  assessment  had 
actually  decreased  when  it  was  obvious  that  the  actual 
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amount  of  property  had  been  greatly  augmented.  The 
low  assessment  of  moneys  and  credits  receives  special  atten- 
tion.03 Some  of  the  older  counties,  he  states,  make  no 
report  of  moneys  and  credits.94 

"It  will  be  observed,  from  the  foregoing  statement,"  con- 
tinues the  Auditor/  *  that  some  of  the  counties  are  in  arrears 
to  a  large  amount,  which  will  be  reduced  the  present  month, 
in  all  probability,  several  thousand  dollars;  still  there  will 
be  a  considerable  sum  unpaid,  which  is  of  long  standing,  and 
ought  to  have  been  liquidated  years  ago,  and  every  exertion 
has  been  used  on  my  part  to  bring  about  such  a  result.  In 
some  cases  I  have  succeeded,  but  in  others  I  have  been  un- 
able to  bring  prosecution  against  the  delinquents  from  a 
defect  in  our  system. 

"Our  Prosecuting  Attorneys  are  the  legal  officers  of  the 
counties  and  of  the  county  officers,  and  cannot  be  employed 
by  the  State  against  them,  yet  our  law  seems  to  indicate  that 
they  shall  act  for  the  State  when  called  upon.  The  State 
should  have  an  Attorney  General,  to  bring  suits  in  all  cases 
in  which  the  State  is  interested,  and  to  give  legal  advice  to 
the  State  officers  when  necessary;  by  this  means  the  State's 
interest  would  be  more  carefully  guarded,  and  delinquents 
would  know  that  they  could  be  made  accountable. 

"  It  is  useless  to  levy  a  uniform  tax  throughout  the  State, 
if  a  portion  can  pay  or  not,  as  they  please.  It  is  believed 
that  an  efficient  and  punctual  set  of  collectors  can  collect  and 
pay  into  the  Treasury  nearly  every  dollar  of  tax  levied.  It 
is  done  in  some  few  of  the  counties,  and  if  it  can  be  done  by 
a  little  extra  exertion  in  some,  it  can  be  done  much  better 
than  it  has  been  in  others. 

; '  Our  system  of  collecting  is  very  imperfect,  and  it  is  de- 
sirable that  the  present  session  will  not  pass  without  some- 
thing better  being  adopted.  A  prompt  collection  and  pay- 
ment of  the  revenue  into  the  Treasury,  would  enable  the 
State  to  meet  all  her  liabilities  at  the  per  cent,  now  levied, 
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and  it  would  be  but  a  short  time  before  we  would  reduce 
the  levy  to  a  much  less  amount."95 

The  subject  of  non-resident  landholders  and  the  taxation 
of  improvements  on  land  again  came  up  at  this  time  in  con- 
nection with  the  granting  of  a  new  charter  to  the  city  of 
Muscatine.  Under  the  old  act  of  incorporation  a  large 
amount  of  improvements  had  been  exempt  from  bearing  a 
share  of  the  public  burdens.96  An  effort  was  made  to  con- 
tinue this  exemption  under  the  new  charter.  A  communica- 
tion appearing  in  the  Iowa  Democratic  Enquirer  signed 
"B"  contains  a  statement  of  the  subject  quite  similar 
to  that  already  presented.  The  article  is  filled  with  much 
sentiment  and  some  eloquence.  Among  other  things  the 
writer  says  that  "  labor  is  the  oil  by  which  our  state  light 
burns ;  and  that  labor  should  not  be  discouraged  by  legisla- 
tion. Not  that  we  do  not  want  capital  —  we  need  it  badly  — 
but  not  to  be  locked  up  in  land  or  lots  to  the  exclusion  of 
productive  immigrants.  Thus  far  the  most  improvement 
has  been  made  by  those  that  had  the  least  money  —  often 
on  bor[r]owed  money  at  high  interest,  what  none  but  a. 
hopeful  and  energetic  people,  determined  to  have  a  home 
of  their  own  could  stand.  As  a  remedy,  in  the  absence  of 
better,  I  would  say,  exempt  from  taxation  all  improvement 
on  land  and  lots,  where  the  aggregate  value  of  the  buildings, 
fencing,  &c.,  does  not  exceed  one  thousand  dollars  in  value. 
And  when  the  improvement  amounts  to  more  than  the  sum 
named,  tax  the  excess  only,  and  throw  the  tax  mainly  on 
land  or  lots  in  their  naked  state."97 

This  was  by  no  means  the  only  plan  of  reform.  A  peti- 
tion was  circulated  in  the  city  of  Muscatine  favoring  the 
ad  valorem  system  of  taxation,  and  this  was  presented  to 
the  local  representative  in  the  General  Assembly.  It  has 
already  been  noted  that  this  system  as  it  was  then  under- 
stood and  advocated  was  supposed  to  guarantee  the  equal 
taxation  of  all  forms  of  taxable  property.  A  third  class 
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maintained  that  personal  property  should  pay  one-fourth 
of  one  per  cent  upon  its  value;  that  ground  or  lots  should 
pay  an  amount  not  exceeding  two  per  cent  upon  their  value ; 
and  that  improvements  upon  real  estate,  houses,  stores,  etc., 
should  be  entirely  exempt  from  taxation.98 

Other  plans  of  fiscal  reform  were  also  being  advanced. 
At  a  public  meeting  held  soon  after  the  above  petition  was 
circulated,  the  ad  valorem  system  was  repudiated  by  a  large 
majority.  It  appears,  however,  that  the  two  leading  par- 
ties were  quite  equally  divided  —  if  so  many  reform  ele- 
ments with  as  many  indefinite  programs  can  be  classified 
into  parties. 

The  views  of  the  party  opposed  to  exempting  improve- 
ments were  clearly  stated  in  an  article  by  "Justicia",  who 
says  that  there  had  been  assessed  in  Muscatine  about  $200,- 
000  worth  of  personal  property  and  $300,000  worth  of  lots 
making  a  total  of  $500,000  upon  which  a  levy  of  one  per  cent 
had  been  made.  He  further  estimates  that  $400,000  worth 
of  improvements  on  buildings  had  been  entirely  exempted 
from  taxation.  "Thus  it  will  be  seen,  that,  out  of  $900,000 
worth  of  property,  there  are  $400,000,  or  nearly  one-half 
the  entire  amount  which  pays  no  tax.  The  consequence  is, 
that  a  tax  of  one  per  cent,  must  be  levied  on  the  $500,000  in 
order  to  raise  the  amount  of  tax  necessary,  whereas,  if  the 
whole  amount  was  taxed  one-half  per  cent.,  or  thereabouts 
would  be  sufficient  to  raise  the  amount  of  tax  required."99 
Finally,  it  was  maintained  that  the  act  admitting  Iowa  and 
Florida  into  the  Union  prohibited  discrimination  against 
non-resident  landholders  such  as  had  been  practiced  in  the 
city  of  Muscatine  under  the  old  act  of  incorporation.  The 
act  of  Congress  referred  to  provided  that  "in  no  case  shall 
non-resident  proprietors  be  taxed  higher  than  residents".100 

By  the  provisions  of  "An  Act  to  incorporate  the  City  of 
Muscatine"  (formerly  the  town  of  Muscatine  and  earlier 
the  town  of  Bloomington),  improvements  on  real  property 
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are  declared  taxable.  The  friends  of  ad  valorem  taxation 
had  a  majority  in  the  General  Assembly ;  and  placed  the  fol- 
lowing clause  in  the  charter : ' '  The  city  council  is  further  au- 
thorized to  levy  and  collect  taxes  not  exceeding  one-half  of 
one  per  cent,  on  the  value  of  all  property  within  the  city 
which  is  liable  for  state  and  county  taxes,  including  im- 
provements on  real  property."101  An  editorial  in  the 
Iowa  Democratic  Enquirer  entitled  "The  Charter  of  Mus- 
catine"  commends  the  action  of  the  General  Assembly,  de- 
claring that  "by  the  charter  we  are  allowed  the  control  of 
the  Ferry,  but  the  discretion  to  exempt  improvements  on 
lots  is  denied,  as  we  always  believed  it  would  be ; ...  Prop- 
erty is  the  proper  basis  of  taxation,  no  matter  in  what  it 
consists;  and  you  cannot  make  discriminations  without 
favoring  one  class  and  oppressing  another. . . .  The  argu- 
ment in  favor  of  discriminating  taxation,  based  on  the  self- 
ishness of  non-resident  lot  owners,  is  one  which  has  never 
had  weight  with  us."102 

Thus  in  the  long  controversy  concerning  non-resident 
speculators  and  the  taxation  of  the  improvements  on  land 
some  of  the  basic  elements  of  our  revenue  system  were 
considered  and  firmly  established  in  law.  All  tangible 
property  including  improvements,  save  that  specifically  ex- 
empted by  statute,  was  to  be  taxed,  no  deduction  for  debts 
being  granted.  Provision  was  made,  however,  for  the  de- 
duction of  just  debts  from  the  amount  of  moneys  and  cred- 
its listed  for  taxation.  And  finally,  the  plan  of  taxing  the 
unearned  increment  resulting  from  improvements  was  re- 
jected. 

The  new  Code  of  1851  which  was  approved  by  the  General 
Assembly  on  February  5,  1851,  provided  for  the  most  com- 
plete machinery  for  levying  and  collecting  taxes  (especially 
State  taxes)  which  had  been  evolved  up  to  that  time. 
Among  other  important  changes  a  more  logical  and  detailed 
classification  of  taxable  property  and  also  of  property  ex- 
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empt  from  taxation  was  made;  and  for  the  first  time  the 
State  had  in  the  Census  Board  a  central  body  clothed  with 
some  authority  for  the  correction  of  assessments  and 
the  equalization  of  taxes.  The  chapter  on  Revenue  con- 
tains these  logical  subdivisions :  rate  of  tax,  State,  county, 
and  local,  fixed  by  law;  property  exempt  from  taxation; 
taxable  property;  by  whom,  where,  and  in  what  manner 
property  is  listed  and  assessed;  the  assessment  roll;  the 
tax  list;  and  finally,  the  collection  of  taxes.  This  classi- 
fication, which  was  the  result  of  twelve  years  of  almost  con- 
stant agitation  and  change,  afforded  something  approaching 
a  logical  system.  The  fiscal  machinery  therein  provided 
may  be  briefly  defined  under  the  headings  of  levy,  assess- 
ment, equalization,  and  collection  of  taxes. 

At  the  outset  it  should  be  noted  that  the  levy  was  no 
longer  made  by  the  board  of  county  commissioners  but  by 
the  county  court  at  a  session  held  for  that  purpose  on  the 
fourth  Monday  of  July  annually.  The  rate  was  fixed  by 
this  court  within  the  following  specified  limitations:  for 
State  revenue,  three  mills  on  the  dollar,  where  no  rate  was 
directed  by  the  Census  Board ;  for  ordinary  county  revenue, 
including  the  support  of  the  poor,  not  more  than  six  mills 
on  a  dollar  and  a  poll  tax  of  fifty  cents ;  for  the  support  of 
schools,  not  less  than  one-half  mill  nor  more  than  one  mill 
and  a  half  on  a  dollar ;  for  roads  and  bridges,  not  less  than 
one  nor  more  than  three  mills  on  the  dollar  on  the  amount 
of  county  assessment,  unless  a  higher  rate  was  established 
by  a  vote  of  the  people  of  the  county  upon  the  question  being 
submitted  to  them  in  the  usual  manner.103 

The  levy  was  made  on  all  taxable  property  as  follows: 
"lands,  and  lots  in  towns,  including  lands  bought  from  the 
United  States  and  from  this  state,  and  whether  bought  on  a 
credit  or  otherwise ;  ferry  franchises,  which  for  the  purposes 
of  this  chapter  are  to  be  considered  as  real  property ;  horses 
and  neat  cattle ;  mules  and  asses ;  sheep  and  swine ;  money, 
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whether  in  possession  or  on  deposite  and  including  bank 
bills;  money,  property,  or  labor  due  from  solvent  debtors 
on  contract  or  on  judgment,  and  whether  within  this  state 
or  not;  mortgages  and  other  like  securities,  and  accounts 
bearing  interest;  stock  or  shares  in  any  bank  or  company 
incorporated  or  otherwise,  and  whether  incorporated  by  this 
or  any  other  state,  and  whether  situate  in  this  state  or 
not;  public  stock,  or  loans;  household  furniture,  including 
gold  and  silver  plate,  musical  instruments,  watches,  and 
jewelry;  private  libraries  for  their  value  over  one  hundred 
dollars ;  pleasure  carriages,  stages,  hacks,  and  other  vehicles 
for  transporting  passengers,  wagons,  carts,  drays,  sleds, 
and  every  other  description  of  vehicle  or  carriage;  boats 
and  vessels  of  every  description  wherever  registered  or  li- 
censed and  whether  navigating  the  waters  of  this  state  or 
not,  if  owned  either  wholly  or  in  part  by  persons  who  are 
inhabitants  of  this  state;  annuities,  but  not  including  pen- 
sions from  the  United  States  or  any  of  them,  nor  salaries  or 
payments  expected  for  services  to  be  rendered.  And  all 
other  property  not  above  exempted  although  not  herein 
specified."104 

The  term  ''credit"  is  defined;  corporations  are  to  be 
taxed  on  the  shares  of  the  stockholders ;  and  insurance  com- 
panies are  to  be  taxed  on  the  amount  of  the  premiums  taken 
by  them  during  the  year  previous  to  the  listing.  And  it  is 
further  stipulated  that  any  person  is  entitled  to  deduct  all 
bona  fide  debts  owing  by  him  from  the  gross  amount  of  his 
moneys  and  credits.105  In  addition,  it  is  provided  that  in 
listing  his  property  for  taxation  the  merchant  "  shall  take 
the  average  value  of  such  property  in  his  possession  or  con- 
trol during  the  year  next  previous  to  the  time  of  the  list- 
ing."106 A  manufacturer  is  to  list  his  property  in  the  same 
manner. 

The  work  of  assessment  remained  in  the  hands  of  the 
sheriff,  who  was  given  power  to  appoint  an  assistant  as- 
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sessor.107  It  was  made  the  duty  of  the  Census  Board  to  fur- 
nish blank  forms  to  the  assessors  before  the  first  of  March 
annually,  together  with  "such  instructions  as  to  secure  full 
and  uniform  assessments  and  returns".108  The  assessor 
was  required  to  leave  with  all  taxpayers  these  blank  forms, 
which  were  to  be  filled  out  and  returned  by  the  twentieth  day 
of  March.  After  the  blank  was  filled  out,  the  person  listing 
was  required  to  sign  the  same  and  take  an  oath  that  he  had 
to  the  best  of  his  knowledge  listed  all  his  property  required 
by  law  to  be  listed. 

On  or  before  the  first  day  of  June  annually  the  assessor 
delivered  the  completed  assessment  roll  to  the  county  judge. 
That  the  work  of  accurate  assessment  might  be  doubly  se- 
cure, in  addition  to  the  oath  taken  by  the  person  listing,  the 
assessor  himself  was  required  to  swear  "that  in  no  case 
have  I  knowingly  omitted  to  demand  of  any  person  of 
whom  I  was  required  to  make  it  a  statement  of  the  amount 
and  the  value  of  his  property  which  he  was  required  by  law 
to  list,  nor  in  any  way  connived  at  any  violation  or  evasion 
of  any  of  the  requirements  of  the  law  in  relation  to  the  as- 
sessment of  property  for  taxation."109 

The  work  of  assessment  is  always  logically  followed  by 
that  of  equalization  which,  as  stipulated  in  the  Code  of  1851, 
is  an  improvement  over  the  old  system.  The  first  step  in 
this  work  is  made  by  the  county  judge,  clerk,  and  treasurer, 
who  were  made  to  constitute  a  board  for  the  correction  of 
the  assessment  roll,  and  who  between  the  first  day  of  June 
and  the  second  Monday  in  July,  were  to  act  as  a  county 
board  of  equalization.110  The  work  of  State  equalization 
was  placed  in  the  hands  of  the  Census  Board  —  composed  of 
the  Governor,  Treasurer,  Auditor  and  Secretary  of  State,  or 
any  three  of  them.111  The  duties  of  this  board  relative  to 
the  equalization  of  assessment  are  thus  outlined: 

"The  census  board  constitutes  a  board  for  the  equaliza- 
tion of  taxes  for  the  state,  and  is  authorized  and  required  to 
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examine  the  various  assessments  so  far  as  regards  the  state 
tax  and  equalize  the  rate  of  assessment  on  real  estate  in  the 
different  counties  whenever  they  are  satisfied  that  the  scale 
of  valuation  has  not  been  adjusted  with  reasonable  uniform- 
ity by  the  different  assessors. 

'  *  Such  equalization  may  be  made  either  by  changing  any 
of  the  assessments  or  by  varying  the  rate  of  taxation  in 
any  of  the  counties  as  may  be  found  most  convenient,  but 
in  either  case  the  board  is  directed  to  preserve  unchanged 
as  far  as  practicable  what  would  have  been  the  aggregate 
amount  of  valuation  had  no  such  equalization  been  made.112 

With  county  and  State  equalization  completed,  it  becomes 
the  duty  of  the  Auditor  of  State  to  transmit  to  the  judge 
of  each  county  a  statement  of  the  change  (if  any)  which 
has  been  made  in  the  assessment  and  the  rate  of  State  tax 
which  is  to  be  levied  and  collected  within  his  county.  The 
assessment  roll  thus  corrected,  equalized,  and  transmitted  is 
made  the  basis  for  the  collection  of  taxes. 

The  county  treasurer  (who  was  also  recorder)  after  re- 
ceiving the  tax  list  and  warrant  is  required  to  be  at  his 
office  during  the  months  of  September,  October,  November, 
and  December  to  receive  taxes.  He  is  further  required  to 
collect  delinquent  taxes,  as  far  as  practicable.  Auditor's 
warrants  are  made  receivable  for  three-fourths  of  the 
amount  payable  into  the  State  treasury;  county  warrants 
are  receivable  at  the  treasury  of  the  proper  county  for 
county  revenue;  but  actual  money  must  be  paid  for  the 
school  tax.  When  taxes  become  delinquent  they  are  made 
to  draw  interest  at  the  rate  of  twenty-five  per  cent  per 
annum.  The  provisions  relative  to  delinquent  taxes  are 
more  clear  and  definite  than  under  the  old  laws.  The  pur- 
chaser is  protected  by  receiving  a  deed  which  "shall  run 
in  the  name  of  the  state  of  Iowa  and  be  signed  by  the  treas- 
urer in  his  official  name  and  will  convey  the  title  to  the  land 
and  shall  be  presumptive  evidence  of  the  regularity  of  all 
prior  proceedings."113 
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The  system  of  taxation  outlined  in  the  Code  of  1851,  em- 
bracing as  it  did  a  plan  of  county  assessment  and  collection, 
a  combination  of  State  and  local  levy  made  within  certain 
•well  defined  statutory  limitations,  and  finally  a  dual  scheme 
of  local  and  central  equalization,  forms  a  close  approx- 
imation to  the  revenue  laws  now  in  force.  When  we  add  to 
this  the  evolution  of  specific  methods  of  taxing  insurance 
companies  and  certain  other  corporations,  it  appears  that 
more  than  half  a  century  ago  something  like  a  modern  sys- 
tem of  taxation  was  being  created  —  that  is  to  say,  it  was 
about  as  modern  as  anything  that  has  thus  far  been  de- 
veloped in  Iowa. 

The  Code  of  1851  did  represent  a  long  step  in  advance  - 
especially  from  the  standpoint  of  fiscal  administration.  The 
complaints  that  had  been  made  for  years  concerning  de- 
linquent taxes  at  last  bore  some  fruit.  The  question  at  once 
arises,  what  is  the  secret  of  the  more  efficient  administra- 
tion that  followed?  Why  were  State  taxes  collected  with 
more  success?  In  the  reply  to  these  queries  one  discovers 
the  essence  of  the  revenue  provisions  of  the  Code  of  1851. 
The  State  was  clothed  with  more  fiscal  authority.  The  fiscal 
center  of  gravity  was  moved  one  step  away  from  the  county, 
and  therefore  one  step  nearer  the  State.  We  should  remem- 
ber, however,  that  it  was  only  a  step  in  this  direction,  since 
the  transfer  of  power  from  county  to  State  was  in  the 
main  nominal,  that  it  was  largely  a  transfer  on  paper  as  will 
be  disclosed  in  later  pages. 

Following  the  enactment  of  the  Code  of  1851  the  condition 
of  the  State  treasury  was  rapidly  improved.  In  his  message 
of  December  7,  1852,  Governor  Stephen  Hemp  stead  esti- 
mated that  in  the  coming  biennial  period  there  would  be  * '  a 
balance  of  receipts  over  expenditures,  fully  sufficient  to  ex- 
tinguish all  that  part  of  the  funded  debt  of  the  State,  which 
is  payable  at  option".114  The  Auditor  also  makes  an  en- 
couraging report,  saying  that ' '  the  present  prosperous  con- 
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dition  of  our  financial  affairs,  and  the  promptness  with 
which  the  revenue  is  collected  and  paid  over  under  the  pres- 
ent law,  admonishes  that  but  few,  if  any  alterations  are  nec- 
essary or  called  for."115 

Changes  of  much  importance  were,  however,  made  by  the 
General  Assembly.  By  an  act  approved  January  22,  1853, 
a  system  of  township  assessors  was  reestablished,  to  take 
the  place  of  the  county  assessor.  Such  township  assessors 
were  to  be  elected  annually  on  the  first  Monday  in  April  and 
must  give  bond  to  the  township  trustees  or,  in  counties  not 
organized  into  townships,  to  the  county  judge.  They  were 
further  required  to  meet  at  the  office  of  the  county  judge 
on  the  third  Monday  of  April  annually  and  classify  the  sev- 
eral descriptions  of  property  to  be  assessed,  and  to  meet 
also  at  the  same  place  on  the  first  Monday  in  July  in  each 
year  and  in  conjunction  with  the  county  judge  form  a 
county  board  for  the  equalization  of  assessments.116  Finally, 
'the  act  stipulates  that  in  January  and  September  of  each 
year  county  treasurers  shall  pay  into  the  State  treasury  all 
moneys  in  their  hands  belonging  to  the  State,  except  when 
otherwise  directed  by  the  Auditor  of  State.117 

But  the  system  of  township  assessment  was  destined  to 
be  short  lived.  In  his  report  of  November  1,  1854,  the 
Auditor  submitted  that  ''the  only  alteration  in  the  present 
revenue  law,  which  it  is  deemed  advisable  or  necessary  to 
make,  is  from  the  present  system  of  township  to  county  as- 
sessors. The  experience  of  the  past  two  years,  it  is  thought 
has  proved  the  latter  to  be  best,  as  being  more  likely  to 
ensure  uniformity  and  correctness  in  the  assessments."118 
Governor  Stephen  Hempstead  made  a  similar  recommenda- 
tion. 

"At  the  last  session  of  the  General  Assembly,"  he  said, 
"it  was  thought  advisable  to  so  amend  the  revenue  law,  as 
to  require  the  assessment  of  taxable  property  to  be  made 
by  a  township  instead  of  a  county  officer.  This  system,  as  I 
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have  been  informed,  has  proven  much  more  expensive  than 
the  former  one,  and  leads  to  errors  and  inequalities  which 
have  been  injurious  to  the  public  revenue,  and  unjust  to  in- 
dividuals." 

"To  secure  uniformity  in  the  assessment  of  property, " 
continued  the  Governor, ' '  and  remedy,  as  far  as  practicable, 
the  evils  complained  of,  I  would  recommend  that  the  pres- 
ent law  be  so  amended  as  to  require  the  election  of  a  county 
assessor  for  each  county,  with  such  other  regulations  as 
may  be  thought  necessary  to  secure  a  faithful  discharge  of 
his  duty."119 

The  new  act  as  approved  January  28,  1857,  again  re- 
turned to  the  former  system  of  county  assessment.  Accord- 
ing to  its  provisions  the  assessor  was  to  be  elected  for  two 
years,  holding  his  office  until  his  successor  was  duly  elected 
and  qualified.120  One  or  more  deputies  might  be  appointed 
by  the  county  judge  under  certain  conditions,  providedr 
"that  no  deputy  shall  be  appointed  where  the  population  of 
the  county  shall  not  exceed  ten  thousand,  except  in  case  of 
vacancy  or  inability  of  the  assessor  to  act."121  The  Census 
Board  was  retained  as  a  State  Board  of  Equalization,  be- 
ing required  to  meet  at  the  seat  of  government  on  the  first 
Monday  of  September,  1857,  and  every  two  years  there- 
after for  the  purpose  of  equalizing  the  valuation  of  real 
property  among  the  several  counties  and  towns  in  the  State. 

The  period  which  closed  with  the  adoption  of  the  second 
constitution  in  1857  was  an  important  one  in  the  history  of 
Iowa  taxation.  It  was  essentially  a  period  of  transition  on 
the  one  hand,  and  of  origins  on  the  other.  A  revenue  sys- 
tem capable  of  meeting  the  demands  of  independent  State- 
hood had  to  be  created.  How  the  administration  of  this 
system  should  be  distributed  between  the  various  units  of 
government  had  to  be  determined.  Should  fiscal  authority 
be  placed  with  the  township,  the  county,  or  the  State  was 


PERIOD  OF  THE  FIRST  CONSTITUTION  43 

one  of  the  leading  questions  before  the  General  Assembly. 

Like  the  Territorial  period,  the  decade  following  admis- 
sion into  the  Union  began  and  closed  with  county  assess- 
ment, the  sheriff  being  the  ex-officio  assessor.  In  the  mean- 
time, however,  the  township  system  was  re-introduced 
(1853)  and  continued  until  the  session  of  1856-1857.  Dur- 
ing this  period  the  correction  of  county  assessment  was  in 
the  hands  of  a  board  composed  of  the  county  judge  and  the 
township  assessors.  Formerly  this  same  work  had  been 
done  by  the  county  board  of  supervisors  and  later  by  a 
county  board  composed  of  the  county  judge,  clerk  and  treas- 
urer —  a  fact  in  itself  indicative  of  the  rapid  transition  then 
taking  place  in  our  financial  administration.  While  these 
changes  were  going  on  in  the  effort  to  secure  a  balance  of 
fiscal  authority  as  between  the  local  units  of  government  an 
important  step  in  the  way  of  centralization  was  taken  by 
the  creation  of  a  regular  state  board  of  equalization  —  the 
Census  Board. 

A  second  problem  which  received  much  attention,  espe- 
cially from  tax  officials,  during  the  years  from  1846  to  1857 
was  that  of  delinquent  taxes.  It  was  discussed  in  the  docu- 
ments of  1846,  and  after  numerous  efforts  to  tighten  the 
fiscal  bond  between  the  State  and  the  counties  the  same 
complaints  were  again  made  in  1857.  The  problem  of  effi- 
cient collection  of  the  State  revenue  remained  to  be  solved. 

Finally,  the  agitation  concerning  non-resident  specula- 
tors resulted  in  two  definite  and  very  opposite  types  of 
legislation :  first,  an  ad  valorem  scheme  of  taxation  framed 
so  as  to  include  improvements  on  land;  and  second,  the 
principle  of  deducting  just  debts  from  the  amount  of  mon- 
eys and  credits  listed  for  taxation.  On  the  one  hand,  the 
actual  settlers,  or  debtor  class,  were  not  only  compelled 
to  pay  taxes  on  their  improvements  but  were  denied  the 
privilege  of  deducting  debts  from  the  value  of  their  real 
estate.  On  the  other  hand,  the  non-resident  was  merely  re- 
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quired  to  pay  taxes  on  the  value  of  his  unimproved  land  as 
such,  and  the  creditor  class  as  a  whole  was  given  the  right  to 
deduct  debts  from  the  amount  of  moneys  and  credits  listed 
for  taxation.  The  proper  basis  of  taxation,  tax  exemptions, 
land  monopoly,  the  economic  rights  of  non-residents,  the 
taxation  of  moneys  and  credits  and  other  allied  questions 
were  all  a  part  of  the  great  fiscal  problem  then  under  con- 
sideration. 

Thus  more  than  sixty  years  ago  the  underlying  principles 
of  taxation  in  their  relation  to  improvements  on  land  and 
the  status  of  moneys  and  credits  were  thoroughly  debated, 
and  the  arguments  then  presented  are  similar  to  those 
advanced  at  the  present  time.  From  the  standpoint  of 
fiscal  administration,  both  State  and  local,  the  equalization 
of  assessments,  specific  methods  of  taxation,  the  listing  of 
moneys  and  credits,  etc.,  there  is  outlined  in  the  Code  of 
1851  a  revenue  system  about  as  modern  as  any  that  has 
thus  far  been  developed  by  the  General  Assembly  of  Iowa. 


Ill 

ADMINISTRATIVE  DECENTRALIZATION 

1857-1872 

The  Constitution  of  Iowa  as  ratified  in  August,  1857,  con- 
tains a  number  of  important  provisions  relating  to  the 
exercise  of  the  taxing  power.  In  this  respect  it  is  more 
detailed  and  specific  than  the  Constitution  of  1846.122  The 
provision  that  "all  laws  of  a  general  nature  shall  have  a 
uniform  operation",123  which  is  taken  from  the  earlier 
document,  has  always  been  construed  to  cover  the  taxing 
power.  It  is  further  provided  by  the  Constitution  that  "the 

General  Assembly  shall  not  pass  local  or  special  laws 

for  the  assessment  and  collection  of  taxes  for  State,  County, 
or  road  purposes".123  This  section,  which  is  in  reality  a 
negative  statement  of  the  proposition  that  laws  of  a  gen- 
eral nature  shall  have  a  uniform  operation,  has  had  an  im- 
portant bearing  upon  the  judicial  construction  of  our 
revenue  system.  The  prohibition  against  enacting  local  and 
special  tax  laws  is  another  way  of  affirming  that  such  laws 
should  be  general  in  scope  and  therefore  uniform  in 
operation. 

But  the  clause  of  the  Constitution  of  1857  most  fre- 
quently quoted  in  judicial  opinions,  and  the  one  which  has 
had  the  greatest  influence  on  the  history  of  taxation  in 
Iowa,  is  the  section  which  provides  that  "the  property  of 
all  corporations  for  pecuniary  profit,  shall  be  subject  to 
taxation,  the  same  as  that  of  individuals. ' ' 125  Frequent 
reference  will  be  made  to  this  important  constitutional 
limitation  on  the  taxing  power,  which  is  always  advanced 
and  frequently  misunderstood. 

46 
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Other  provisions  of  the  Constitution  of  1857  limit  the 
power  of  a  county  or  other  political  or  municipal  corpora- 
tion in  contracting  debts  to  an  amount  in  the  aggregate  not 
"exceeding  five  per  centum  on  the  value  of  the  taxable 
property  within  such  county  or  corporation".120  Again 
"the  credit  of  the  State  shall  not,  in  any  manner,  be  given 
or  loaned  to,  or  in  aid  of,  any  individual  association,  or 
corporation".127  Nor  shall  the  State  contract  debts  in 
excess  of  two  hundred  and  fifty  thousand  dollars. 

It  will  be  recalled  that  in  discussing  the  provisions  of  the 
Code  of  1851  attention  was  called  to  the  fact  that  the  trans- 
fer of  fiscal  authority  to  the  State  was  largely  nominal.128 
The  whole  period  of  the  first  Constitution,  as  already 
suggested,  had  been  one  of  transition  and  compromise. 
How  were  law-makers  to  strike  a  proper  balance  as  between 
the  township,  county,  and  State  in  the  administration  of 
the  public  finance?  This  question  had  to  be  answered  not 
only  for  the  levy  and  collection  of  taxes  but  for  that  far 
more  important  and  basic  task,  the  assessment,  including 
the  equalization  of  property.  In  a  word,  if  the  county  was  to 
lose  some  of  the  fiscal  power  which  it  had  received  from 
the  Territorial  period,  would  this  power  be  further  central- 
ized or  would  it  be  dissipated  among  the  lesser  units  of 
government?  Judged  from  the  standpoint  of  administra- 
tion this  had  been  a  vital  question  even  before  Iowa  was 
admitted  into  the  Union. 

The  term  "Administrative  Decentralization"  clearly  de- 
fines the  dominant  characteristic  of  that  period  of  our 
revenue  history  now  under  consideration.  While  the  exi- 
gencies of  war  and  the  strong  hand  of  Governor  Kirkwood 
developed  a  more  efficient  system  for  the  collection  of  State 
taxes,  the  all  important  task  of  assessment,  including  equal- 
ization as  between  individual  property  holders,  was  soon 
to  be  transferred  to  hundreds  of  local  units  of  government, 
each  a  law  unto  itself  —  being  subject  only  to  meaningless 
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ex-officio  supervision  —  thus  paving  the  way  for  the  admin- 
istrative failure  of  the  general  property  tax.  So  strong 
was  the  sentiment  of  the  time  for  decentralization  that  even 
Governor  Kirkwood,  was  more  than  willing  to  test  the  ex- 
periment of  township  collection. 

That  the  State  was  still  powerless  to  collect  all  of  its 
revenue  is  apparent  from  a  study  of  numerous  documents 
in  the  period  now  under  consideration.  The  Auditor  of 
State  in  his  report  for  1857  complains  of  delinquent  taxes 
and  depreciated  warrants.  Among  other  things  he  says  that 
"one  of  the  greatest  discouragements  with  which  this  office 
has  to  contend  is  the  slowness  of  County  Treasurers  in  col- 
lecting and  paying  in  the  revenues  due  the  State.  I  would 
not  charge  these  difficulties  entirely  to  that  officer,  for  in 
many  or  most  instances  the  Treasurers  have  used  their 
best  exertions  in  this  behalf.  On  the  other  hand,  some  of 
the  counties  have  been  culpably  negligent  in  making  their 
semi-annual  payments,  on  the  15th  of  January  and  Sep- 
tember as  required  by  law  —  the  treasurers  frequently  hold- 
ing in  their  hands  large  amounts  —  used,  if  used  at  all,  in 
violation  of  law  and  duty,  and  thereby  causing  injury  to  the 
State  in  the  loss  of  interest  and  credits,  and  to  the  holders 
of  warrants  in  the  sacrifices  which  they  have  to  make  in 
getting  them  cashed. " 

"While  this  is  true  of  but  few,  I  trust,"  continues  the 
Auditor,  "the  main  difficulty  to  prompt  payment  lies  with 
the  tax-payer.  It  is  a  matter  of  universal  remark,  that 
where  money  commands  higher  usury,  than  the  interest 
which  is  affixed  to  delinquent  taxes,  tax  payers  will  not 
pay  till  the  last  moment,  and  sometimes  escape  all  together. 
The  interest,  too,  which  is  chargeable  upon  delinquent 
taxes,  is  seldom  collected  —  or  if  collected  is  not  always  and 
all  of  it  reported  to  this  office.  To  remedy  this,  is  the  duty 
of  the  Legislature."129 

He  suggests  also  that  the  revenue  laws  be  so  amended 
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as  to  give  non-residents  the  privilege  of  paying  their  taxes 
at  the  capital  of  the  State.  He  thought  that  this  plan, 
which  was  followed  in  some  of  the  other  States,  if  adopted 
in  Iowa,  would  reduce  the  delinquent  tax  list  —  a  good  share 
of  the  delinquent  taxes  being  found  among  non-resident  tax- 
payers. Interesting  also  is  his  pertinent  criticism  that  the 
revenue  laws  of  the  State  were  certainly  confused  and  in 
many  respects  very  defective,  and  that  therefore  legislation 
upon  the  subject  should  be  the  result  of  careful  investiga- 
tion and  deliberation.130 

In  the  second  biennial  message  of  Governor  Grimes  some 
valuable  suggestions  are  made  in  regard  to  the  revenue 
laws.  It  was  the  opinion  of  the  Governor  that  the  system 
should  be  wholly  changed  as  far  as  it  related  to  State  taxes. 
The  county  treasurers  were  to  some  extent  State  officers, 
and  in  case  of  default  the  State  could  not  recover,  but  was 
obliged  to  sustain  the  loss.  The  transactions  of  the  State 
ought  to  be  with  the  counties,  not  with  county  officials.131 
The  amount  of  delinquent  taxes,  it  was  alleged,  had  reached 
the  large  sum  of  $62,401.94  —  a  very  small  per  cent  of  which 
would  ever  be  recovered.  The  operation  of  such  a  system 
placed  a  premium  on  fraud  and  delinquency  and  was  a 
serious  injury  to  those  counties  that  paid  their  share  of 
the  revenue  promptly.  The  one  remedy  for  this  condition 
was  more  efficient  administration,  requiring  the  payment 
of  the  quota  of  the  State  by  a  fixed  day  under  suitable 
penalties. 

In  regard  to  the  merits  of  county  versus  township  assess- 
ment, the  Governor  said :  ' '  It  is  much  doubted  whether  the 
law  of  last  session,  substituting  county  for  township 
assessor,  was  any  improvement  upon  the  former  method  of 
assessment.  Judging  from  my  own  observation,  I  do  not 
hesitate  to  conclude,  that  many  millions  of  dollars  worth 
of  property  was  overlooked  at  the  last  assessment,  and  is 
this  year  untaxed.  I  recommend  the  old  law,  in  this  par- 
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ticular,  to  be  restored.  Sound  policy  requires  that  admin- 
istration as  well  as  legislation  should  be  brought  as  directly 
home  to  people  as  possible.  There  must  ultimately  be  a 
thorough  township  organization  throughout  the  State,  and 
the  sooner  the  people  become  accustomed  to  it,  the  less  dif- 
ficult and  burdensome  it  will  become,  and  the  more  perfect 
and  satisfactory  will  be  the  transaction  of  public  affairs. ' >132 

This  clear  statement  by  the  Governor  reflects  the  public 
opinion  of  the  time  on  the  question  of  township  govern- 
ment. "Administration  as  well  as  legislation"  ought  to  be 
placed  as  much  as  possible  directly  in  the  hands  of  the  peo- 
ple. Such  was  the  trend  of  statesmanship  in  the  decade 
from  1850  to  1860.  The  people  of  Iowa  have  been  painfully 
slow  in  their  efforts  to  differentiate  between  legislation  and 
mere  administration,  and  to  unlearn  the  wasteful  and  un- 
scientific lesson  of  decentralization  in  the  case  of  the  latter. 

In  the  Weekly  Express  and  Herald  (Dubuque),  the  cap- 
ital correspondent  made  some  pertinent  comments  relative 
to  the  assessment  of  real  estate,  the  work  of  the  Census 
Board,  and  the  proper  distribution  of  State  taxes.  He 
claimed  that  real  estate  was  greatly  undervalued  in  many 
of  the  counties;  that  Dubuque  County  paid  one-thirteenth 
of  the  State  tax  and  had  little  more  than  one-thirtieth  of 
the  population  of  the  whole  State.  Speaking  of  equaliza- 
tion he  considered  the  Census  Board  to  be  nothing  more 
than  a  farce,  and  held  that  something  should  be  done  to 
equalize  taxes  by  legislative  enactment.  He  said  that  to 
carry  out  this  policy  a  bill  had  been  introduced  by  a  member 
of  the  Dubuque  delegation  which  provided,  first,  that  State 
taxes  should  be  made  a  direct  charge  upon  the  counties  in 
their  corporate  capacity,  and  second,  that  the  taxes  should 
be  apportioned  to  the  counties  on  the  basis  of  their  respec- 
tive population.133 

"An  Act  in  relation  to  Revenues"  was  approved  March 
23, 1858.134  A  study  of  this  measure  makes  it  apparent  that 
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some  of  the  criticism  noted  above  was  heeded.  While  the 
revenue  law  as  a  whole  was  much  the  same  as  before,  a  few 
changes  are  worthy  of  attention.  The  effort  to  secure  a 
valuation  of  real  estate  for  the  year  1858  was,  however,  not 
successful,  it  being  provided  that  "real  property  shall  be 
listed  and  valued  in  the  year  1859  and  each  second  year 
thereafter,  and  shall  be  assessed  at  its  true  value  in  money 
at  private  sale,  having  regard  to  its  quality,  location, 
natural  advantages,  the  general  improvement  in  the  vicin- 
ity, and  all  other  elements  of  its  value.  In  each  year  in 
which  real  estate  is  not  regularly  assessed,  it  shall  be  the 
duty  of  the  assessor  to  list  and  value  any  real  property  not 
included  in  the  previous  assessment."  135 

A  permanent  change  was  made  in  the  machinery  of 
assessment.  The  township  system  was  for  the  third  time 
re-introduced.136  The  assessor  was  to  be  elected  annually 
and  receive  a  compensation  of  two  dollars  for  each  day 
employed  in  the  discharge  of  the  duties  of  his  office;  and 
the  several  assessors  of  each  county  were  required  to  meet 
at  the  office  of  the  county  judge  on  the  second  Monday  of 
January  and  classify  the  property  to  be  assessed  for  the 
purpose  of  equalizing  such  assessments.  From  the  stand- 
point of  administration  the  act  of  1858  was  perhaps  the 
most  important  revenue  law  ever  passed  by  the  General 
Assembly  of  Iowa.  It  was,  indeed,  the  fatal  and  decisive 
step  toward  fiscal  decentralization  which  explains  the 
administrative  failure  of  general  property  taxation 
revealed  in  the  two  following  chapters. 

In  order  to  prevent  the  duplicate  assessment  of  real 
property,  it  was  further  stipulated  in  the  act  of  1858  that 
all  the  real  property  held  by  a  taxpayer  in  any  one  county 
might  be  assessed  in  the  township  where  he  resided — the 
assessor  of  said  township  being  required  to  furnish  dupli- 
cates of  realty  owned  in  other  townships.  In  order  to 
complete  the  several  township  assessment  books  the  sev- 
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eral  assessors  were  required  to  meet  at  the  county  seat  on 
the  last  Saturday  of  March  in  each  year.137  The  powers  of 
the  county  boards  of  equalization  and  the  Census  Board 
remain  practically  the  same  as  under  the  former  act.138 

Other  features  of  the  act  relate  to  the  protection  of 
county  and  State  funds  and  define  the  fiscal  relationship 
between  the  counties  and  the  State.  The  recommenda- 
tion that  the  counties  and  not  the  county  officials  be  made 
responsible  was  noted  above.139  Following  these  recom- 
mendations it  was  enacted  that  each  county  should  be  made 
responsible  to  the  State  for  the  full  amount  of  tax  levied 
for  State  purposes,  excepting  amounts  certified  to  be 
unavailable,  together  with  double  or  erroneous  assess- 
ments. In  case  any  county  treasurer  proved  to  be  a  de- 
faulter to  any  amount  for  State  revenue,  provision  was 
made  for  making  up  said  amount  within  the  next  three 
years,  by  additional  levies  in  a  manner  to  be  directed  by 
the  county  judge.140 

Finally,  in  order  to  strengthen  still  further  the  machinery 
for  the  collection  of  State  taxes  and  prevent  so  many  cases 
of  defaulting  a  rather  unique  provision  was  enacted.  The 
State  Treasurer  was  required  to  keep  each  distinct  fund  in 
a  separate  apartment  of  his  safe,  and  at  each  quarterly 
settlement  with  the  State  Auditor  it  was  provided  that  "he 
shall  count  each  fund  in  the  presence  of  the  Auditor,  to 
see  if  the  same  agrees  with  the  balance  found  on  the  books. 
The  total  amount  acknowledged  to  belong  to  each  fund  shall 
be  exhibited  before  the  count,  and  the  County  Treasurer 
shall  account  with  the  County  Judge  in  like  manner."141 

The  tendency  to  amend  the  revenue  laws  continued.  In 
his  report  for  1859  the  Auditor  of  State  maintained  that 
county  clerks  should  be  required  to  certify  to  his  office  the 
total  amount  of  taxable  property  as  the  same  appeared  on 
their  tax  books  when  completed.  Such  a  plan  would 
prevent  differences  existing  between  his  books  and  those 
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of  the  county  officers.  He  also  stated  that  the  penalty  for 
non-payment  of  taxes  was  not  sufficiently  heavy  to  secure 
promptness  of  payment  for  the  reason  that  people  frequent- 
ly believed  they  could  use  their  funds  so  as  to  lose  nothing 
by  paying  the  twenty-five  per  cent  interest  required  by  law. 
It  is  further  alleged  that  the  State  tax  levied  in  the  counties 
for  the  year  1857  had  varied  from  one  and  one-fourth  to 
three  mills  on  the  dollar  —  a  condition  of  affairs  which 
should  be  remedied  by  legislation.142 

The  subject  of  delinquent  taxes  and  how  to  remedy  the 
same  was  much  discussed  at  this  time.  The  uncertainty  of 
tax  titles  was  one  of  the  chief  causes  of  delinquency  accord- 
ing to  the  Iowa  State  Journal.  "Especially  do  non- 
residents pay  little  heed  to  the  prompt  payment  of  taxes, 
for  it  is  understood  that  the  whole  legal  fraternity  hold 
themselves  in  readiness  to  insure  the  recovery  of  lands 
sold  for  taxes."143  The  result  was  a  loss  to  the  counties 
and  State  of  from  ten  to  fifty  per  cent  —  the  sum  being 
measured  by  the  large  depreciation  of  county  and  State 
warrants.  Many  felt  that  the  remedy  for  such  a  condition 
of  affairs  was  to  make  tax  titles  more  secure144  by  defi- 
nitely providing  that  at  the  end  of  a  certain  period  of  years 
the  fee  simple  be  vested  in  the  purchaser. 

If  additional  proof  is  needed  at  this  time  to  convince  the 
reader  that  the  administrative  centralization  of  our  rev- 
enue system  secured  by  previous  acts  was  largely  verbal, 
he  should  read  the  able  messages  of  Governor  Kirkwood. 
These  State  papers  are  filled  with  practical  wisdom  along 
many  lines,  including  the  subject  of  taxation.  The  Gover- 
nor recommended  a  law  "requiring  the  Judge  of  each 
Judicial  District,  to  appoint  once  in  each  year  a  skillful 
accountant  in  each  county  of  his  district,  whose  duty  it 
shall  be  to  examine  carefully  the  books  of  each  county 
officer,  and  to  state  and  record  an  account  between  such 
officer  and  his  county,  and  when  necessary,  between  officer 
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and  officer."145  When  it  is  remembered  that  even  at  the 
present  time  only  two  or  three  States  (Indiana  and  Wash- 
ington now  have  such  a  law)  provide  for  an  efficient  system 
of  uniform  public  accounts,  the  statesmanship  of  Governor 
Kirkwood  along  this  line  will  be  duly  appreciated. 

The  Governor  complains  of  a  vagueness  of  the  laws  which 
introduces  among  officials  a  laxity  of  morals  highly 
dangerous  to  the  public  interest.  Furthermore,  he  suggests 
"the  propriety  of  a  careful  examination  of  our  revenue 
system,  with  a  view  to  ascertain  if  it  cannot  be  made  more 
certain  and  efficient.  Any  system  of  revenue  which  permits 
large  amounts  of  taxes  to  become  delinquent  and  to  be  ulti- 
mately lost  to  the  State,  must  be  defective,  and  must  operate 
unjustly  and  unfairly  upon  our  people.  The  deficiencies 
thus  created  in  the  revenue  must  be  provided  for  by 
additional  taxation  upon  those  who  have  already  dis- 
charged their  duty  as  citizens,  by  paying  the  taxes  assessed 
upon  them,  and  they  are  thus  compelled  to  bear  more  than 
their  due  proportion  of  the  public  burden.  The  laws 
should  provide  for  the  most  rigid  and  exact  accountability 
of  all  officers  charged  with  the  collection,  control  or  dis- 
bursement of  the  public  money."146 

The  next  important  revenue  act  was  passed  April  3,  1860, 
and  appears  as  Chapter  45  of  the  Revision  of  I860.1*1  This 
act  was  largely  a  reproduction  of  Chapter  152  of  the  Laws 
of  1858,  with,  however,  a  few  amendments.  The  county 
board  of  supervisors,  as  provided  for  in  an  act  approved 
March  22,  I860,148  was  given  the  power  to  levy  taxes  and 
also  authorized  to  act  as  the  county  board  of  equalization. 
"The  board  of  supervisors  of  each  county,"  reads  the  act, 
"shall  constitute  a  board  for  the  equalization  of  the  assess- 
ment, and  have  power  to  equalize  the  assessments  of  the 
several  persons  and  townships  of  the  county,  substantially 
in  the  same  manner  as  is  required  of  the  state  board  of 
equalization  to  equalize  among  the  several  counties  of  the 
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state  so  far  as  applicable,  at  their  regular  meetings  in 
June  and  next  succeeding  the  general  election  in  each  and 
every  year;  and  at  such  meetings  they  shall  add  to  said 
assessment  any  taxable  property  in  the  county  not  included 
in  the  assessment  as  returned  by  the  assessors,  placing  the 
same  in  the  list  of  the  proper  township,  and  shall  assess 
the  value  thereof."149 

This  amendment  was  in  fact  significant.  The  question 
was,  should  township  and  precinct  assessors  hold  a  meet- 
ing at  the  county  seat  and  proceed  to  equalize  the  assess- 
ments made  by  themselves,  or  should  this  task  be  placed  in 
the  hands  of  a  regular  county  board?  The  adherents  of 
the  township  system  of  local  government  naturally  ad- 
vocated the  former  plan:  those  accustomed  to  the  county 
plan  of  local  government  were  inclined  to  favor  the  latter. 
The  equalization  of  assessments  by  the  county  board  of 
supervisors  destined  to  be  largely  nominal,  was,  therefore, 
a  point  gained  for  the  county  system. 

Complying  with  the  recommendations  of  the  Auditor,  it 
was  further  enacted  that  the  clerks  of  the  county  boards  of 
supervisors  be  required  to  make  out  and  transmit  to  the 
Auditor  of  State  by  mail  or  otherwise,  an  abstract  of  real 
property  setting  forth  (1)  the  number  of  acres  of  land  in 
his  county,  and  the  aggregate  value  of  the  same,  exclusive 
of  town  lots,  returned  by  the  assessors,  as  corrected  by  the 
county  board  of  equalization  at  their  first  meeting,  (2)  the 
aggregate  value  of  real  property  in  each  town  in  the  county, 
returned  by  the  assessor  as  corrected  at  their  first  meeting 
by  the  county  board  of  equalization,  and  (3)  the  aggregate 
value  of  personal  property  in  his  county.150 

It  is,  however,  from  the  standpoint  of  tax  titles  that  the 
provisions  of  the  Revision  of  1860  are  especially  important. 
The  agitation  for  reform  along  this  line  for  many  years, 
followed  by  the  strong  recommendations  of  the  Auditor  of 
State  and  of  Governor  Kirkwood,  resulted  at  last  in  fairly 
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specific  legislation.  Fully  seven  pages  of  the  Revision  deal 
with  the  sale  of  lands,  town  lots,  etc.,  for  unpaid  taxes,  and 
the  deeds  given  in  the  event  of  such  sale.  Among  other 
things  it  was  provided  that  the  tax  title  deed  should  be 
signed  by  the  treasurer  in  his  official  capacity,  and  acknowl- 
edged in  a  legal  way;  and  that  when  so  .executed  and  re- 
corded, it  should  become  "  prima  facie  evidence  in  all  courts 
of  this  state,  in  all  controversies,  and  suits  in  relation  to 
the  rights  of  the  purchaser,  his  heirs  or  assigns".151 

But  the  problem  of  delinquent  taxes  was  not  solved  by 
this  legislation.  Complaints  again  become  frequent  — 
especially  after  the  outbreak  of  the  war.  The  Auditor  in 
his  report  for  1861  states  that  "the  aggregate  amount  of 
delinquent  taxes  is  yearly  increasing",  and  he  suggests 
that  the  penalty  be  increased  and  a  uniform  system  of 
accounts  be  established.152  Governor  Kirkwood  in  his 
special  message  also  regrets  that  the  tax  laws  are  not  "  suf- 
ficiently stringent  to  compel  the  prompt  payment  of 
taxes."153 

It  is,  however,  in  the  first  biennial  message  of  Governor 
Kirkwood  that  we  find  the  most  thorough  and  compre- 
hensive treatment  of  the  revenue  system.  Delinquent 
taxes,  the  elements  of  a  good  revenue  system,  the  duty  of 
the  citizen  to  pay  his  taxes  promptly,  the  relative  impor- 
tance of  local  as  compared  with  State  taxes,  the  necessity 
of  careful  administration  and  strict  economy,  these  and 
many  other  important  points  receive  careful  consideration. 
From  a  table  prepared  by  the  Auditor  of  State  the  Gover- 
nor informs  us  that,  of  the  total  tax  of  $1,700,000  for  1861, 
only  $300,000  was  expended  from  the  State  Treasury  for 
State  purposes,  the  remaining  $1,400,000  being  expended- 
for  county  and  other  purposes.  In  other  words,  of  every 
$5.66  paid  by  the  people  of  the  State  as  taxes  only  one  dol- 
lar reached  the  State  Treasury  or  was  used  for  State  pur- 
poses154— a  fact  which  indicated  the  necessity  of  careful 
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economy  in  local  as  well  as  State  finances.  By  rigid  economy 
in  both  State  and  local  expenditures  it  was  suggested  that 
the  entire  amount  of  the  tax  required  by  the  general  gov- 
ernment for  war  purposes  might  be  raised  without  increas- 
ing the  rate  of  taxation. 

Keferring  to  the  collection  of  State  taxes  from  the  coun- 
ties, Governor  Kirkwood  further  recommended  that  county 
treasurers  be  required  to  pay  the  whole  sum  at  fixed  times, 
whether  they  had  received  the  entire  amount  of  State  tax 
or  not.  This  he  believed  would  stimulate  county  officials 
to  a  more  strict  performance  of  their  duty.  The  law  mak- 
ing each  county  liable  to  the  State  for  the  amount  of  tax 
assessed  in  it  was  declared  to  be  useless  because  there 
was  no  means  of  enforcing  it.165  In  this  recommendation, 
it  should  be  noted,  the  chief  executive  was  again  far  in 
advance  of  his  time.  The  fact  is  that  the  amount  of  State 
supervision  of  taxation  outlined  or  at  least  suggested  in 
the  messages  of  this  statesman  has  not  yet  been  realized 
in  Iowa  and  may  not  be  for  years  to  come.  To  appreciate 
the  worth  of  the  document  under  consideration  from  a  fiscal 
standpoint,  it  is  only  necessary  to  read  the  following  sug- 
gestions and  recommendations : 

But  while  this  is  true,  it  is  equally  true  that  our  finances  are  not 
in  a  healthy  condition.  The  Report  of  the  Auditor  of  State  dis- 
closes the  somewhat  startling  fact  that  of  the  State  tax  for  1860  and 
preceding  years,  there  was,  at  the  date  of  his  Report  (the  4th  day 
of  November,  1861)  delinquent  and  unpaid  the  large  sum  of  about 
$400,000  —  a  sum  more  than  sufficient  to  cover  the  entire  expenses 
of  our  State  Government  for  one  year.  This  large  delinquency  has 
occurred  mainly  within  the  last  four  years,  and  the  same  Report 
'shows  there  were  at  the  same  date  warrants  drawn  on  the  Treas- 
ury to  the  amount  of  $103,645,  which  were  unpaid  for  want  of 
funds,  most  of  which  were  drawing  interest  at  the  rate  of  eight 
per  cent,  per  annum. 

From  these  facts  the  following  conclusions  are  inevitable:    1st, 
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That  during  the  last  four  years  there  has  been  levied  a  State  tax 
larger  by  about  $300,000  than  the  necessities  of  the  State  required. 
2d,  That  this  was  rendered  necessary  by  the  fact  that  only  a  por- 
tion of  our  people  paid  the  tax  due  the  State.  3d,  That  the  State 
has  been  compelled  yearly  to  pay  large  sums  by  way  of  interest  on 
warrants,  which  need  not  have  been  paid  had  the  taxes  been  col- 
lected promptly,  and  the  Treasury  kept  supplied  with  funds  to 
meet  all  demands  upon  it.  4th,  That  the  State  being  compelled  to 
purchase  its  supplies  with  warrants  has  had  to  pay  higher  prices 
than  if  it  had  had  the  cash  to  pay.  5th,  That  the  tax-paying  por- 
tion of  our  people  have  thus  been  compelled  to  pay  not  only  their 
proper  share  of  the  public  burthens,  but  also  the  share  of  those 
who  did  not  pay  their  taxes,  increased  by  interest  and  high  prices. 
These  things  should  not  be  so.  They  reflect  discredit  not  only  on 
those  of  our  citizens  who  seek  to  avoid  their  just  share  of  those 
burdens  which  are  imposed  upon  all  for  the  benefit  of  all,  but  also 
upon  the  laws  which  permit  them  to  do  so  with  impunity.  I,  there- 
fore, very  earnestly  recommend  to  your  attention  a  careful  exami- 
nation of  our  revenue  laws  for  the  purpose  of  ascertaining  if  they 
can  be  made  more  effective  in  enforcing  the  prompt  payment  of 
taxes. 

The  leading  features  of  a  good  revenue  law,  in  my  judgment,  are : 
1st,  The  imposition  of  such  penalty  for  the  non-payment  of  taxes 
when  due,  as  will  make  it  unmistakably  the  interest  of  every  tax- 
payer to  pay  promptly.  2d,  The  assurance  to  the  purchaser  of 
property  at  a  tax  sale,  of  a  valid  title  at  the  expiration  of  a  fixed 
time.  There  is,  in  my  opinion,  much  misapprehension  in  the  minds 
of  many  persons  on  this  subject.  Some  seem  to  think  they  receive 
no  value  for  the  money  paid  by  them  as  taxes,  and  that  they  are, 
therefore,  not  culpable  in  avoiding  payment  if  they  can.  Others, 
whilst  they  admit  there  is  some  kind  of  doubtful  obligation  upon 
them  to  pay  their  taxes,  if  convenient,  yet  insist  that  any  strin- 
gency in  the  laws  to  compel  payment  would  be  unjust  and  oppres- 
sive, and  that  no  greater  penalty  should  be  imposed  for  non-pay- 
ment than  the  interest  allowed  by  law  between  citizens.  These  are 
radical  errors.  Every  citizen  is  protected  by  the  State,  in  life, 
liberty,  and  property,  in  all  he  has,  and  all  he  may  acquire;  and  in 
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all  his  honest  efforts  for  further  acquisition;  and  in  return,  he  is 
bound  as  a  good  citizen,  to  render  obedience  to  the  laws;  to  pay 
promptly  his  share  of  the  taxes  necessary  for  the  support  of  gov- 
ernment ;  and,  in  time  of  war,  if  need  be,  to  defend  the  government 
with  his  life.  If  he  fails  to  perfom  either  of  these  duties  of  a  good 
citizen,  he  is  liable  to  punishment,  and  the  amount  added  to  his 
taxes  for  failure  of  payment  at  the  time  fixed  by  law,  is  not  the 
interest  due  upon  a  debt,  but  a  fine  or  penalty  for  the  non-perform- 
ance of  a  duty.  Nor  can  any  one  justly  complain  of  this.  Why 
should  any  one  of  our  people  claim  that  he  should  enjoy  all  the 
benefits  of  civil  government  and  be  exempt  from  its  burthens ;  that 
he  should  have  all  these  advantages  at  the  expense  of  his  neigh- 
bors? 

It  may  be  said  that  some  are  unable  to  pay  their  taxes.  This,  it 
seems  to  me  is  erroneous.  The  amount  of  tax  each  one  has  to  pay 
is  in  proportion  to  the  property  he  has,  the  greater  the  tax  the 
greater  the  amount  of  property  from  which  to  raise  means  of  pay- 
ment. I  am  well  convinced  that  taxes  are  paid  most  promptly  by 
our  farmers,  and  by  men  of  comparatively  small  means,  and  that 
there  are  very  few  of  us  who  do  not  spend  yearly  for  articles  of 
luxury  which  do  not  promote  either  our  health,  our  prosperity,  or 
our  happiness,  more  than  the  sum  required  from  us  as  taxes  for 
the  support  of  the  government  that  protects  us.  The  subject  of 
revenue  and  taxation  assumes  a  graver  interest  and  importance  at 
this  time,  for  the  reason  that  our  State  is  called  upon,  for  the 
first  time  since  its  admission,  to  pay  a  direct  tax  for  the  support  of 
the  General  Government.  We  may  expect  to  be  called  on  to  pay, 
during  the  present  year,  a  Federal  tax  of  from  $600,000  to  $700,- 
000.  This  is  rendered  necessary  by  the  heavy  expenditures  in- 
curred by  the  General  Government  in  preparing  to  put  down  the 
Rebellion  in  certain  States  of  the  Union.  A  resort  to  loans  has 
been,  and  must  continue  to  be,  necessary  to  meet  these  expenses, 
and  prudence  and  sound  economy  require  that  the  General  Govern- 
ment shall  not  be  compelled  to  borrow  money  to  pay  the  interest 
accruing  upon  its  loans.  The  interest  upon  loans  made,  and  to 
be  made,  must  be  met  by  actual  payment,  and  not  by  incurring 
further  indebtedness.156 
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Words  like  these  require  no  comment  or  explanation. 
They  have  been  quoted  in  full  because  they  are  thought  to 
represent  the  clearest  and  most  sane  presentation  of  what 
a  revenue  system  should  be  that  can  be  found  in  all  the 
documentary  material  and  State  papers  dealing  with  the 
history  of  taxation  in  Iowa. 

The  legislative  session  of  1862  was  a  stormy  and  event- 
ful one.  The  war  was  making  extraordinary  demands  both 
on  the  Federal  government  and  the  loyal  States.  These 
demands  had  to  be  met  in  addition  to  the  ordinary  expenses 
of  government.  It  required  both  money  and  men  to 
preserve  the  Union.  One  of  the  first  acts  passed  by  the 
General  Assembly  provided  for  the  payment  of  taxes  in 
treasury  demand  notes  issued  by  the  authority  of  the  gen- 
eral government,  and  the  notes  issued  by  the  several 
branches  of  the  State  Bank  of  Iowa.  A  similar  measure 
had  been  passed  in  other  States.  Much  objection  had  been 
raised  to  the  payment  of  taxes  in  coin.  In  a  contemporary 
editorial  the  writer  declares  that  "tax-payers  are  at  the 
mercy  of  the  brokers.  In  this  anomalous  crisis  is  it  not  the 
duty  of  the  State  to  relax,  somewhat,  the  rigidity  of  a 
financial  rule  which  would  be  perhaps  well  enough  in  times 
of  peaceful  prosperity?  Outside  of  Iowa,  we  are  not  aware 
of  a  State  which  requires  coin,  exclusively,  of  its  people  in 
payment  of  taxes."157 

It  soon  became  manifest  that,  if  taxes  were  to  be 
promptly  paid,  some  other  currency  than  gold  must  be 
provided.  Would  it  not  be  wise  to  follow  the  policy  already 
inaugurated  by  the  general  government?  The  act  granting 
these  demands  was  approved  February  17, 1862.  It  author- 
ized and  required  the  county  treasurer  and  State  treasurer 
to  receive  United  States  demand  notes  and  notes  of  the 
State  Bank  of  Iowa  and  pay  them  out  again  in  the 
redemption  of  outstanding  warrants.  But  this  rule  was  not 
to  apply  to  the  branches  of  the  State  Bank  of  Iowa  after  any 
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of  the  said  branches  had  suspended  specie  payments.158 
The  second  act  of  importance  passed  during  this  session 
was  entitled  "An  Act  for  the  assessment,  levy  and  collection 
of  the  quota  of  this  State,  of  the  tax  laid  on  the  United 
States,  by  the  act  of  Congress,  approved  August  5th,  1861, 
or  any  subsequent  acts,  and  the  payment  of  Auditors'  war- 
rants on  the  war  and  defense  fund."159  This  bill  brought 
forth  considerable  discussion  in  the  General  Assembly, 
chiefly  concerning  the  question  of  rate.  Some  members 
thought  that  one  mill  was  sufficient;  others  believed  that 
one  and  one  half  mills  would  be  required ;  and  still  others 
held  that  a  two  mill  levy  was  absolutely  necessary.  Mr. 
Ainsworth  favored  the  object  of  the  bill,  but  considered 
that  "the  amount  proposed  to  be  raised  was  larger  than 
necessary."160  Mr.  Dunlavy  thought  that  one  mill  was 
enough.  But  Mr.  Bowdoin  spoke  with  much  earnestness 
in  favor  of  the  two  mills  levy  in  order  to  keep  up  the 
credit  of  the  State.  Many  other  shades  of  opinion  were 
expressed  relative  to  the  measure.  The  act  as  approved 
March  10,  1862,  provided  for  a  levy  of  two  mills  on  the 
assessment  of  1861.  It  was  made  the  duty  of  county 
treasurers  to  enter  the  Federal  tax  in  separate  columns  and 
proceed  to  collect  it  in  the  same  manner  as  other  taxes,, 
and  they  were  also  required  to  give  additional  bonds. 

Among  the  most  interesting  features  of  the  session  were 
the  House  income  tax  bill  and  the  Senate  reduction  of 
salaries  substitute.  The  question  of  income  taxation  was 
much  discussed,  and  a  measure  providing  for  this  form  of 
tax  passed  the  House  but  was  defeated  in  the  Senate.161  A 
bill  to  change  and  fix  the  salaries  of  the  judges  of  the 
Supreme  Court  and  district  courts  and  of  certain  State 
officers  passed  the  General  Assembly  on  April  7 ;  but  a  veto 
was  recorded  with  the  Secretary  of  State  by  Governor 
Kirkwood  on  the  ground  that  the  measure  was  unconstitu- 
tional.162 
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The  last  important  act  relating  to  revenue  passed  by  the 
Ninth  General  Assembly  was  an  act  amendatory  of  Chapter 
45  of  the  Revision  of  1860.  By  its  provisions  a  few  changes 
were  effected.  The  boards  of  supervisors  were  required  to 
levy  annually  the  per  cent  of  taxation  of  the  Federal  tax 
according  to  the  provisions  of  the  act  outlined  above.  In 
addition  to  one  township  assessor  in  each  township  of  the 
State,  it  was  further  provided  that  there  should  be  elected 
in  each  city  and  incorporated  town  a  separate  city  or  town 
assessor.  Where  city  or  town  assessors  were  thus  elected, 
the  township  assessor  was  logically  restricted  in  his  duties 
"to  the  persons  and  property  of  his  township  exclusive  of 
the  territory  of  such  city  or  incorporated  town"163  a  pro- 
vision which  meant  further  decentralization  of  the  impor- 
tant work  of  assessment.  Finally,  the  clerk  of  the  county 
board  of  supervisors  was  required  to  furnish  the  State 
Auditor  (1)  an  abstract  of  the  aggregate  value  and  number 
of  cattle,  (2)  the  aggregate  value  and  number  of  mules, 
(3)  the  aggregate  value  and  number  of  sheep,  and  (4)  the 
aggregate  value  and  number  of  swine  over  six  months  of 
age,  as  the  same  were  returned  to  the  clerk  of  the  board  of 
supervisors  by  the  assessor  of  his  county.  A  system  of  tax- 
ing railway  corporations  on  the  basis  of  gross  receipts  was 
established  ;164  and  some  minor  changes  were  made  relative 
to  the  sale  of  real  property  for  delinquent  taxes. 

In  his  second  biennial  message  of  January  12,  1864,  Gov- 
ernor Kirkwood  renewed  many  of  his  former  recommenda- 
tions relative  to  the  tax  system  —  especially  the  payment 
by  the  county  treasurers  of  their  full  quota  of  State  tax 
whether  the  same  had  been  received  or  not,  the  suggestion 
favoring  a  percentage  to  county  treasurers  on  the  amount 
of  money  collected  and  disbursed,  and  the  creation  of  a  new 
system  of  township  collection.165 

In  marked  contrast  to  the  vigorous  and  constructive 
recommendations  of  the  retiring  executive,  a  policy  of  opti- 
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mistic  conservatism  characterized  the  attitude  of  Governor 
Stone.  In  his  first  inaugural  the  new  Governor,  speaking 
of  the  subjects  of  finance  and  revenue,  says:  "I  would 
recommend  extreme  caution  in  their  consideration,  and 
advise  no  change  in  any  of  them,  unless  demanded  by  obvi- 
ous utility  and  sound  experience."160  He  did,  however, 
recommend  the  consideration  of  a  possible  change  from  the 
supervisor  system  to  the  commissioner  system  of  county 
government.167 

Little  was  done  by  the  Tenth  General  Assembly  along  the 
line  of  tax  legislation.  An  act  was  passed  providing  for 
the  payment  of  taxes  and  the  interest  and  principal  of  the 
school  fund  in  treasury  notes  issued  as  legal  tender  by  the 
United  States  government,  notes  of  national  banks  as 
created  by  act  of  Congress,  and  notes  of  the  State  Bank  of 
Iowa.168  Aside  from  this  no  fiscal  legislation  of  importance 
was  enacted;  and  the  supervisor  system  of  county  govern- 
ment was  not  changed.  In  his  first  biennial  message  of 
January  8,  1866,  Governor  Stone  again  made  an  optimistic 
report  on  the  subject  of  finance  and  revenue.  ' '  Our  financial 
affairs ' ',  he  said,  * '  were  never  in  a  sounder  condition.  Dur- 
ing the  entire  period  of  the  war  we  have  levied  but  two 
mills  on  the  dollar  for  State  purposes;  and  have  incurred 
an  indebtedness  of  only  $300,000,  which  was  for  military 
expenditures  during  the  first  year  of  the  war  ....  Careful 
observation  has  satisfied  me  that  any  attempt  to  improve 
the  present  revenue  system  by  additional  legislation  would 
be  an  experiment  of  doubtful  expediency."109  The  follow- 
ing sums  had  been  expended  for  military  purposes : 

May,  1861,  to  November  4,  1861 $233,568.43 

November  4,  1861,  to  November  2,  1863 639,163.85 

November  2,  1863,  to  November  4,  1865 169,231.00 

November  4,  1865,  to  January  1,  1866 4,047.711TO 

Most  of  these  expenditures  had  been  made  during  the 


ADMINISTRATIVE  DECENTRALIZATION  63 

period  which  closed  with  the  fiscal  year  1863,  and  were  in- 
curred to  facilitate  the  military  operations  of  the  Federal 
government  and  to  defray  a  large  part  of  the  expense  in- 
curred in  enlisting,  transporting,  quartering,  and  paying  the 
volunteer  forces  organized  in  the  State.  These  sums  thus 
expended  had  merely  been  advanced  to  the  United  States 
and  the  State  would  in  time  be  reimbursed  under  acts  of 
Congress. 

Two  years  later,  following  the  suggestions  made  by  Gov- 
ernor Kirkwood  in  each  of  his  biennial  messages,  the 
Eleventh  General  Assembly  made  an  earnest  effort  to  enact 
a  law  providing  for  the  collection  of  public  moneys  by 
township  collectors.  A  bill  was  introduced  by  Senator  Hil- 
singer  of  Jackson  County  to  create  such  a  system.171  Space 
will  not  permit  any  lengthy  examination  of  the  arguments 
which  were  advanced  for  and  against  this  bill  in  both  the 
Senate  and  the  House.  Senator  J.  H.  Smith  said  that 
"his  county  desired  the  system  of  Township  Collectors. 
Under  this  system  the  taxes  were  closely  collected.  New 
England  had  adopted  this  system,  and  New  England  had  the 
reputation  of  knowing  how  to  make  money,  and  how  to 
keep  it."172 

Some  members  felt  that  the  measure  was  unconstitu- 
tional because  it  did  not  provide  a  uniform  system  for  all 
the  counties,  but  made  the  adoption  of  the  plan  optional 
with  the  county  board  of  supervisors,  the  question  to  be 
determined  by  a  two-thirds  vote.  Still  other  members  com- 
plained of  the  expense  and  trouble  of  going  to  the  county 
seat  in  order  to  pay  taxes.  Senator  Paulk  claimed  that  "it 
costs  the  people  of  the  State  of  Iowa  more  to  go  up  to  Jeru- 
salem to  pay  their  taxes  than  the  taxes  are  in  the  first 
place."173  Senator  Eoss  believed  a  system  of  township  col- 
lection would  not  be  practicable  "in  this  young  state",  es- 
pecially in  the  sparsely  settled  districts.  The  Senate  .was 
closely  divided  on  the  merits  of  the  bill.  The  first  vote, 


64  HISTORY  OF  TAXATION  IN  IOWA 

taken  January  30th,  was  a  tie  —  twenty  votes  being  cast  for 
and  twenty  against  the  measure.174  Not  having  received  a 
constitutional  majority,  the  bill  was  declared  lost.  On  the 
following  day,  however,  upon  reconsideration  it  passed  the 
Senate  by  a  vote  of  twenty-seven  for  and  seventeen 
against.175 

In  the  House  a  similar  bill  had  been  introduced  by  Mr. 
Bolter  on  January  19th.176  Both  bills  were  referred  to  the 
Committee  on  Ways  and  Means  and  reported  back  without 
recommendation.177  A  long  and  animated  debate  followed, 
in  which  the  arguments  were,  for  the  most  part,  quite  sim- 
ilar to  those  already  advanced  in  the  Senate.  Mr.  Hale  op- 
posed the  system  because  "under  the  provisions  of  the 
bill  the  money  would  pass  through  too  many  hands.  The 
taxes  would  not  be  collected  more  readily.  The  stringent 
law  in  regard  to  delinquent  taxes  had  secured  prompt  pay- 
ment more  effectually  than  any  other  provision  could.  He 
was  opposed  to  delegating  too  much  power  to  the  separate 
counties.  Only  in  extraordinary  cases  would  he  favor  this 
kind  of  legislation  which  breaks  up  the  uniformity."178 

Much  objection  was  raised  against  the  idea  of  having 
two  different  systems  throughout  the  State.  Mr.  Sapp 
said  that  wherever  the  township  system  was  adopted  it  was 
general  throughout  the  State.  Here  it  was  proposed  to 
have  two  systems  in  operation.  This  he  could  not  favor.179 
On  the  other  hand,  many  members  favored  the  measure 
because  they  believed  that  it  would  secure  a  closer  collection 
of  taxes.  The  majority,  however,  finally  lined  up  against 
the  bill  and  it  was  defeated  on  March  12,  the  vote  being 
forty- three  yeas  and  fifty  nays.180 

At  the  following  session  of  the  General  Assembly  (1868) 
a  bill  along  similar  lines  was  introduced  by  Senator  Fairall ; 
and  this  bill  became  a  law.181  By  its  provisions  the  intro- 
duction of  the  township  system  was  made  optional  with 
the  board  of  supervisors  of  each  county  having  a  population 
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exceeding  seven  thousand  inhabitants.  It  was  provided  that 
the  resolution  creating  such  a  system  should  be  passed  by  a 
two-thirds  vote  at  their  regular  June  meeting ;  and,  in  the 
event  of  adopting  such  a  resolution,  a  collector  was  to  be 
elected  annually  for  such  organized  township,  save  the  one 
in  which  the  county  seat  was  located.182 

In  the  counties  thus  providing  for  the  township  system 
it  was  made  the  duty  of  the  county  auditor  to  prepare  a 
duplicate  tax  list  of  each  township,  which  list  was  to  be  de- 
livered, with  the  original  to  the  county  treasurer,  who  in 
turn  was  required  to  deliver  the  duplicates  to  the  several 
township  collectors.  The  provisions  regarding  monthly 
statements  to  the  county  treasurer  and  compensation  of  col- 
lectors recall  to  mind  the  recommendations  of  Governor 
Kirkwood. 

The  compensation  of  township  collectors  was  (1)  two 
per  cent  of  all  sums  collected  on  the  first  two  thousand  dol- 
lars and  one  per  cent  on  all  sums  in  excess  thereof  collected 
otherwise  than  by  distress  and  sale,  to  be  paid  out  of  the 
county  treasury,  and  (2)  five  per  cent  upon  all  taxes  col- 
lected by  distress  and  sale,  to  be  paid  by  the  delinquent  tax- 
payer, and  the  same  fees  in  addition  to  the  said  five  per 
cent  as  constables  were  entitled  to  receive  for  the  sale  of 
property  on  execution.183  In  counties  not  availing  them- 
selves of  the  township  system,  or  where  the  population 
was  seven  thousand  or  less,  the  county  treasurer  was  given 
the  power  to  appoint  one  or  more  deputies  to  aid  him  in 
the  work. 

In  his  first  biennial  message  of  January  11,  1870,  Gover- 
nor Merrill  called  attention  to  the  observations  and  sug- 
gestions of  the  Auditor  of  State  in  reference  to  double 
assessments  and  the  cumbersome  mode  of  keeping  tax- 
books,  and  suggested  that  the  plan  outlined  might  afford 
a  remedy  ' '  for  an  evil  of  great  magnitude. ' ' 184 

In  the  report  to  which  the  Governor  referred  there  is  a 
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careful  discussion  of  a  number  of  important  fiscal  questions. 
The  Auditor  speaks  of  double  and  erroneous  assessments, 
points  out  the  advantages  of  the  geographical  or  congres- 
sional as  opposed  to  the  alphabetical  system  of  assessment 
for  taxation,  and  recommends  the  semi-annual  payment  of 
taxes  into  the  State  treasury.  "In  place  of  our  present 
system  of  assessing  and  listing  lands  alphabetically,"  he 
writes,  "I  would  recommend  assessing  and  listing  in  geo- 
graphical order,  and  in  making  out  the  tax  lists  would 
recommend  having  nothing  more  on  the  list  than  the  de- 
scription, number  of  acres,  valuation  and  total  tax,  instead 
of  the  owners'  name,  description,  number  of  acres,  valua- 
tion, and  the  tax  divided  into  from  ten  to  a  dozen  different 
funds,  as  it  now  is. ' ' 185 

According  to  this  instructive  report  it  appears  that  dur- 
ing the  preceding  biennial  period  $40,808.65  had  been 
remitted  on  the  ground  that  it  represented  double  and  er- 
roneous assessment.  Larger  sums  had  been  remitted  in 
earlier  periods  —  a  condition  of  affairs  vexatious  to  county 
officers,  owners,  and  purchasers  of  tax  titles  and  expensive 
to  the  State  and  counties.  The  remedy,  he  alleged,  was  to 
place  nothing  more  on  the  list  than  the  description,  number 
of  acres,  valuation,  and  total  tax,  instead  of  the  owner's 
name,  description,  number  of  acres,  valuation;  and  the  tax 
divided  into  ten  or  a  dozen  different  funds.  Such  a  plan,  it 
was  claimed,  would  be  simple,  clear,  accurate,  and  less  ex- 
pensive than  the  old  system. 

These  recommendations  of  the  Auditor  were  in  a  measure 
made  the  basis  of  legislation.  A  law  was  passed  by  the 
Thirteenth  General  Assembly  (1870)  providing  for  the  con- 
solidation of  certain  taxes  by  which  it  was  enacted  that 
uniform  taxes  be  placed  on  the  tax  list  in  a  single  column 
and  denominated  a  consolidated  tax,  and  that  tax  receipts 
be  printed  to  show  the  per  cent  levied  for  each  separate 
fund.186  This  act  has  remained  a  permanent  feature  of 
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our  revenue  laws  and  has  done  much  to  simplify  the  assess- 
ment roll. 

The  important  period  of  our  tax  history  outlined  in  this 
chapter  closed  with  the  second  biennial  message  of  Gover- 
nor Merrill.  The  views  of  the  Governor  regarding  a  high 
tax  rate,  under-valuation,  and  the  necessity  of  imposing 
statutory  limitations  on  the  taxing  power  may  best  be  told 
in  his  own  words. 

"The  total  valuation",  wrote  the  Governor,  "upon 
which  this  taxation  ($9,371,685.76)  was  based  was  in  the 
neighborhood  of  $300,000,000,  making  the  levy  some  3%  per 
cent.  This  is  a  heavy  —  not  to  say  oppressive  —  rate  of 
taxation.  To  be  sure,  it  is  based  on  a  great  undervaluation 
of  property ;  upon  actual  value  it  would  probably  be  about 
one  and  a  quarter  per  cent  —  certainly  not  more  than  one 
and  a  half.  But  this  rate,  it  will  be  remembered,  is  an 
average  one  throughout  the  State,  and  implies,  of  course,  a 
higher  rate  in  some  localities.  In  fact,  a  rate  twice  as  high 
does  actually  prevail  in  some  parts  of  the  State.  It  is  true 
that  much  the  larger  part  of  this  amount  of  taxation  is 
levied  by  the  people  themselves,  or  by  their  immediate 
representatives  in  city,  township,  and  school  boards.  Never- 
theless, I  suggest  to  the  legislature  the  propriety  of  adopt- 
ing a  maximum  limit  of  taxation  to  which  any  property 
may  be  subjected  in  one  year".187 

When  these  statements  were  made  the  following  maxi- 
mum rates  of  taxation  were  provided  by  law : 

State  2  mills 

County,  for  ordinary  revenue 4  mills 

County,  for  schools  2y2  mills 

County,  for  bridges 3  mills 

Township,  for  roads  5  mills 


Total    I6y2  mills 

In  addition,  school  boards  were  authorized  to  levy  a  tax 
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for  a  contingent  fund  and  one  for  a  teachers'  fund  sufficient, 
with  the  annual  apportionment,  to  sustain  school  twenty- 
four  weeks  in  each  year,  and  longer  if  desired  by  the  sub- 
districts. 

The  period  of  our  revenue  history  from  1857  to  1872  as 
considered  in  this  chapter  may  be  briefly  reviewed.  The 
existence  of  war  and  the  imposition  of  a  direct  Federal 
tax  for  that  purpose  had  a  marked  effect  both  directly  and 
indirectly  on  the  revenue  system  of  the  State.  The  gross 
receipts  tax  on  railroads,  one-half  of  the  proceeds  of  which 
passed  into  the  State  treasury,  was  indirectly  a  war  meas- 
ure. The  profound  messages  of  Governor  Kirkwood, 
revealing  the  defects  of  the  tax  system  and  pointing  out  the 
leading  features  of  a  good  revenue  law,  had  much  to  do 
with  strengthening  the  fiscal  power  of  the  State.  Tax  titles 
were  made  more  secure  and  the  fiscal  reports  submitted  by 
the  counties  to  the  State  were  required  to  be  more  accurate 
and  complete.  Much  progress  was  also  made  in  the  solution 
of  the  delinquent  tax  problem.  In  a  word,  the  administra- 
tion of  Governor  Kirkwood,  accompanied  as  it  was  by  the 
exigencies  of  civil  war,  developed  a  far  more  efficient 
system  of  collecting  State  taxes  than  had  previously  ob- 
tained. 

Eegarding  the  division  of  fiscal  authority  as  between  the 
county  and  lesser  units  of  government,  considerable  ad- 
ditional legislation  was  enacted.  The  county  board  of  super- 
visors was  given  power  to  levy  taxes  and  was  made  the 
county  board  of  equalization.  In  1862  an  act  was  passed 
providing  for  city  and  town  assessors,  which  was  supple- 
mentary to  the  earlier  act  definitely  establishing  the  town- 
ship system  of  assessment.  As  already  indicated  these 
measures  resulted  in  the  complete  decentralization  of  the 
machinery  of  assessment,  and  for  that  reason  they  might 
with  propriety  be  entitled  "  A  series  of  acts  to  guarantee 
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the  administrative  failure  of  the  general  property  tax". 

Finally  a  law  was  enacted  in  1868  making  township  col- 
lection of  taxes  optional  in  counties  having  a  certain  popula- 
tion. Thus  in  optional  township  collection,  but  especially 
in  township,  city,  or  town  assessment,  we  note  the  passing 
of  fiscal  authority  from  the  county  to  the  lesser  units  of 
government.  On  the  other  hand,  the  strengthening  of  the 
fiscal  power  of  the  State  meant  a  passing  of  authority  away 
from  the  county  in  the  opposite  direction.  When,  however, 
the  question  was  asked,  should  local  assessors  be  granted 
the  power  to  meet  at  the  county  seat  and  equalize  the  results 
of  their  own  labors,  it  was  answered  in  the  negative  by  the 
creation  of  a  regular  county  board  of  equalization.  Briefly 
stated,  the  period  was  a  mixture  of  centralization  in  name 
and  decentralization  in  fact,  some  nominal  power  being 
transferred  to  the  State  while  the  real  substance  of  fiscal 
authority  was  absorbed  by  the  local  units  of  government. 

In  conclusion,  the  enactment  of  a  law  providing  for  a  con- 
solidated tax  list,  the  recommendation  of  Governor  Merrill 
for  the  semi-annual  payment  of  taxes,  the  arguments  in 
favor  of  the  geographical  or  congressional  system  of  assess- 
ment, and  especially  the  necessity  of  imposing  statutory 
limitations  on  the  taxing  power  should  be  remembered  for 
the  important  bearing  which  they  have  on  later  develop- 
ments. 


IV 

ADMINISTRATIVE  FAILURE  OF  THE  GENERAL 

PROPERTY  TAX 

1873-1910 

When  the  Code  of  1873  was  adopted  much  of  Iowa  was 
no  longer  a  pioneer  section.  In  fact  the  Commonwealth  had 
just  passed  through  a  period  of  great  industrial  expansion 
—  an  index  of  future  development.  Corporations  were  being 
rapidly  organized,  which  meant  consolidation  on  the  one 
hand,  and  the  rapid  growth  of  intangible  wealth  on  the 
other.  In  striking  contrast  with  the  industrial  centraliza- 
tion, which  even  at  that  time  was  becoming  a  serious  prob- 
lem, should  be  noted  the  administrative  decentralization 
which  characterized  the  field  of  public  finance.  How  this 
system  operated,  or  in  other  words  the  administrative  fail- 
ure of  the  general  property  tax,  is  clearly  revealed  by  an 
impartial  examination  of  the  facts  of  our  revenue  history. 

In  1873  the  tax  levy  for  the  State  was  made  by  the  Census 
Board,  and  for  the  local  units  by  the  county  boards  of  super- 
visors —  the  levies  in  each  case  being  fixed  within  certain 
specific  statutory  limitations.  The  assessment  was  made  by 
township  assessors  chosen  annually  by  popular  election. 
Attention  has  also  been  called  to  the  growth  of  a  more  com- 
plete system  of  statutory  equalization,  consisting  of  (1)  the 
township  board  of  equalization,  composed  of  township  trus- 
tees or  the  city  council,  (2)  the  county  board  of  equaliza- 
tion, composed  of  the  board  of  supervisors,  and  (3)  the 
State  board  of  equalization  or  Census  Board.  Finally,  the 
collection  of  taxes  was  made  by  the  county  treasurer  as- 
sisted by  deputies,  or  under  certain  conditions  in  coopera- 
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tion  with  township  collectors.188  Such  in  a  word  was  the 
machinery  created  by  acts  of  the  General  Assembly  for  the 
administration  of  the  general  property  tax.189 

The  fact  that  this  revenue  system  had  been  gradually 
developed  at  the  cost  of  much  printer's  ink  is  evident  when 
we  compare  the  Code  of  1873 19°  with  the  Revision  of 
1860. ,191  The  powers  of  the  county  board  of  supervisors 
the  classification  of  taxable  property,  also  of  property 
exempt  from  taxation,192  the  duties  of  the  assessor,  the  tax 
list  and  its  preparation,  the  equalization  of  taxes,  the  pro- 
visions regarding  delinquent  taxes  and  tax  sales,  in  fact 
the  fundamental  elements  of  our  revenue  system  remained 
essentially  the  same.  The  few  changes  which  were  made 
may  be  briefly  summarized.193 

The  clerk  of  the  county  board  of  supervisors  was  super- 
seded by  the  county  auditor.  A  township  board  of  equaliza- 
tion had  been  created  with  power  to  increase  or  diminish 
the  valuation  of  any  piece  of  property,  or  the  entire  assess- 
ment of  any  taxpayer,  in  case  such  action  was  deemed  nec- 
essary for  an  equitable  distribution  of  the  burden  of 
taxation  upon  all  the  property  of  the  township.194  The 
time  of  making  reports  was  changed  in  some  cases.  Under 
the  Code  of  1873  classifications  of  property  were  made  by 
the  boards  of  supervisors  at  their  annual  meeting  in  Jan- 
uary, while  by  the  terms  of  the  Revision  such  classifications 
had  been  made  by  the  assessors  at  an  annual  meeting  held 
in  the  office  of  the  clerk  of  the  county  board  of  supervisors 
on  the  second  Monday  in  January.195  It  was  further  pro- 
vided in  1873  that  a  certificate  of  such  classifications  be 
furnished  each  assessor  by  the  county  auditor  on  or  before 
the  fifteenth  day  of  January,196  and  that  the  assessor  be 
required  to  enter  upon  the  discharge  of  his  duties  on  the 
third  Monday  in  January  and  on  or  before  the  first  Monday 
in  April  of  each  year  deliver  to  the  clerk  of  his  township 
one  of  the  assessment  books  to  be  used  by  the  trustees  for 
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the  equalization  of  assessments  and  the  levy  of  taxes  for 
township  purposes.197  Under  the  Revision  of  1860,  the 
assessor  had  been  required  to  enter  upon  the  discharge  of 
his  duties  on  the  second  Monday  in  January,  and  to  make 
his  report  to  the  clerk  of  the  county  board  of  supervisors  on 
or  before  the  third  Monday  in  May.198 

The  powers  of  the  county  and  State  boards  of  equaliza- 
tion remained  the  same.  Moreover,  it  should  be  noted  that 
these  boards  deal  with  the  " aggregate  valuation"  of 
property  and  not  with  inequalities  as  between  individual 
taxpayers.199  The  Census  Board  was  superseded  by  a 
similar  board  known  as  the  Executive  Council,  consisting 
of  the  Governor,  Secretary,  Auditor,  and  Treasurer  of 
State,200  which  was  required  to  meet  on  the  second  Monday 
in  July  to  determine  the  State  tax  rate  and  equalize  the 
valuation  of  real  property  among  the  several  counties  of 
the  State,  the  equalization  to  be  completed  on  or  before  the 
first  Monday  in  August.201 

By  the  provision  of  the  Code  of  1873  the  time  of  making 
the  tax  levy  by  the  county  board  of  supervisors  was  changed 
from  their  regular  meeting  in  June  to  their  regular  meeting 
in  September  —  thus  giving  more  time  to  make  returns  and 
complete  the  assessment  roll  and  tax  list.202  No  demand 
for  taxes  was  deemed  necessary,  it  being  made  the  duty  of 
the  taxpayer  to  call  at  the  office  of  the  treasurer  and  pay 
his  taxes  some  time  between  the  second  Monday  of  Novem- 
ber and  the  first  day  of  February.  The  work  of  collection 
was  placed  in  the  hands  of  the  county  treasurer,  assisted 
by  deputies  or  in  cooperation  with  township  collectors  as 
already  noted.203  The  provisions  regarding  delinquent 
taxes  were  made  more  elaborate  and  the  penalties  some- 
what more  severe  than  under  the  Revision  of  1860 ;  but  when 
a  careful  analysis  has  been  made  the  changes  along  this  line 
prove  to  be  more  nominal  than  real. 

The  question  naturally  arises,  what   had   been   accom- 
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plislied?  The  old  evil  of  grossly  unequal  assessments  (that 
is,  of  unjust  taxation)  continued  to  exist  and,  indeed,  be- 
came a  very  serious  problem.  From  the  standpoint  of  fiscal 
administration  the  State  seemed  to  have  no  definite,  well- 
conceived  policy.  While  it  may  be  affirmed  that  some  fiscal 
authority  had  passed  from  the  county  to  the  State  during 
the  period  from  1857  to  1872,  it  is  a  recognized  fact  that  the 
township,  town,  and  city  had  become  the  all  important  units 
of  fiscal  administration.  It  is  interesting,  indeed,  to  note 
how  a  small  measure  of  fiscal  centralization  (a  centraliza- 
tion largely  on  paper)  was  accompanied  by  fiscal  decentral- 
ization (a  decentralization  in  fact).  The  fiscal  authority  of 
the  county  decreased  both  in  form  and  in  substance  —  the 
form  going  to  the  State  and  the  substance  passing  to  the 
township,  town,  or  city.204  The  revenue  system,  which  had 
its  inception  in  pioneer  days,  was  destined  to  be  less  and 
less  adapted  to  the  conditions  of  a  wealthy  industrial  Com- 
monwealth. 

It  would  be  erroneous  to  say,  however,  that  no  progress 
had  been  made  during  the  period  from  1857  to  1872.  For 
certain  corporations  special  forms  of  taxation  with  more 
or  less  merit  had  been  developed.  A  more  complete  clas- 
sification of  taxable  property  had  been  made.  Many  gaps 
in  the  law  relative  to  delinquent  taxes,  the  manner  of  mak- 
ing financial  reports,  tl;e  security  of  public  funds,  and  equal- 
ization, had  been  bridged  over.  In  short,  some  effort  had 
been  made  to  adapt  the  general  property  tax  to  the  rapidly 
changing  conditions  of  the  economic  life  of  the  people.  The 
General  Assembly  from  time  to  time  had  diligently  en- 
deavored to  add  new  cloth  to  an  old  fiscal  garment,  leaving 
it  the  same  garment  still.  It  will  be  the  purpose  of  this 
chapter  to  record  the  history  of  the  failure  of  this  system 
of  general  property  taxation,  which  as  early  as  1872  was 
the  result  of  a  generation  of  almost  constant  legislative  en- 
actment in  Iowa. 
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In  his  report  for  1873  the  Auditor  of  State  suggested 
the  propriety  of  making  a  change  in  the  mode  of  report- 
ing and  collecting  the  State  revenue.  The  amount  of  tax- 
able property  for  each  county,  appearing  on  his  books  as 
reported  by  county  auditors,  he  alleged,  was  subject  to  con- 
stant change  from  additional  assessments,  erroneous  as- 
sessments, or  taxes  declared  to  be  unavailable.  "It  would 
very  much  simplify  the  mode  of  doing  the  business",  he 
writes,  "if  the  counties  were  made  responsible  at  once  for 
the  full  amount  of  tax,  as  shown  by  the  tax  levy  in  each 
year,  without  allowing  any  change  to  be  made  by  any  of 
those  deductions  or  additions,  provided  for  under  our  pres- 
ent law."  205  This  recommendation  was  endorsed  by  Gov- 
ernor Carpenter  who  suggested  also  that  it  might  be  well 
to  collect  the  taxes  semi-annually  instead  of  annually,  as 
then  required  by  law.206 

The  Fifteenth  General  Assembly  (1874)  added  practically 
nothing  to  the  revenue  laws  of  the  State.  Two  years  later 
the  Auditor  of  State  endorsed  the  recommendation  of  his 
predecessor  that  each  county  be  held  absolutely  responsible 
for  the  full  payment  of  the  annual  State  tax.  "I  believe", 
says  the  Auditor,  "in  the  practicability  of  the  method 
proposed,  and  altogether  the  plan  commends  itself  to  my 
unqualified  approval."207  To  compensate  for  this  ad- 
vantage, it  was  further  suggested  that  all  the  interest  col- 
lected upon  State  tax  levies,  together  with  the  amount 
received  from  peddler  licenses  and  certain  additional  as- 
sessments, be  surrendered  to  the  counties.  This,  it  was 
believed,  would  prove  an  incentive  to  more  efficient  ad- 
ministration. 

Two  other  points  are  clearly  stated  in  the  Auditor's 
report :  first,  fully  ten  per  cent  of  the  amount  of  taxes  levied 
was  for  various  reasons  uncollected  and  so  absolutely  lost; 
and,  second,  property  was  by  no  means  assessed  at  the  true 
cash  value  as  provided  in  the  Code  of  1873.  In  this  con- 
nection the  words  of  the  Auditor  are  significant. 
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"Notwithstanding  the  law  is  thus  explicit,"  he  says,  "it 
is  notorious  that  it  is  not  obeyed,  and  in  but  few  cases  is 
there  any  pretense  of  observing  the  requirements  of  the 
statute;  not  because  the  law  is  regarded  as  unreasonable, 
nor  impracticable  of  compliance,  but  rather  that  years  of 
following  in  a  wrong  direction  have  established  a  custom, 
which  individual  officers  are  loth  to  depart  from,  lest  the 
neighboring  locality,  in  not  coming  up  to  the  correct  stand- 
ard, shall  escape  with  a  less  amount  of  taxation,  than  that 
in  which  the  assessor  makes  the  effort  to  correct  the  evil. 
As  a  consequence,  real  property  is  not  generally  reported 
at  more  than  one-third  its  actual  value,  and  even  that  differs 
so  mu«h  in  localities,  and  as  of  ten' in  contiguous  townships 
as  otherwise,  that  it  is  difficult  to  conceive  the  motive,  or 
standard  of  value,  governing  the  assessor.  The  theory  of 
the  law  is,  that  these  inequalities  are  corrected  by  the 
action  of  the  several  boards  of  equalization,  whose  duty  it 
is,  each  in  its  own  sphere,  to  harmonize  these  values,  and 
cause  the  burden  of  taxation  to  rest  equally  upon  all  por- 
tions of  the  State.  This  could  be  better  done,  were  the 
State  destitute  of  cities,  and  comprised  an  agricultural 
region  only.  As  it  is,  the  values  of  realty  in  town,  and 
country,  are  relatively  grossly  disproportioned,  and  when 
taxes  are  levied,  one  or  the  other  bears  more  than  its  proper 
share.  A  glance  at  the  last  assessment  reveals  the  fact, 
that,  whereas  some  cities  are  rated  far  below  others  of  the 
same  class,  the  lands  of  the  county  within  which  the  city 
is  located  are  often  placed  at  so  high  a  figure,  when  com- 
pared with  other  counties  that  the  board  of  equalization  is 
powerless  to  establish  proper  values  for  the  city  without 
manifest  injustice  to  the  country,  and  vice  versa.  The  State 
Board  is  unable  to  make  a  just  equalization,  because  no 
authority  is  given  to  change  the  assessment  of  a  city  with- 
out a  corresponding  increase  or  decrease  as  to  all  the  real 
estate  in  the  county.  It  would  be  well  to  amend  the  law, 
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and  authority  be  given  the  State  Board  to  excerpt,  when 
necessary,  the  cities  from  the  counties,  and  fix  upon  either, 
independently  of  the  other,  such  a  percentage  of  increase 
or  decrease  as  justice  would  seem  to  demand  relatively 
with  other  property  in  the  State  of  the  same  general  class, 
and  substantially  as  is  now  done  between  the  different 
counties."208 

These  suggestions  and  recommendations,  it  will  be  ob- 
served, read  like  an  up-to-date  document.  Indeed,  they 
might  be  reproduced  to-day  and  be  as  true  of  present  con- 
ditions as  they  were  of  conditions  in  1875.  We  are  told 
that  assessments  were  then  grossly  unequal;  that  real 
property  was  assessed  at  about  one-third  of  its  value ;  that 
the  motive  or  standard  of  value  governing  the  assessor  was 
an  unknown  quantity;  and  finally,  that  the  work  of  the 
various  boards  of  equalization  in  correcting  inequalities  of 
assessment  was  nominal  and  not  real.  A  palliative  was  of- 
fered in  the  recommendation  that  the  State  Board  be  given 
power  to  make  a  separate  equalization  for  cities.  In  a 
word,  we  have  here  a  clear  statement  of  the  evils  then  ex- 
isting with  no  definite  program  for  their  solution. 

Governor  Carpenter  gave  his  approval  to  the  recommen- 
dations that  the  appropriation  year  and  fiscal  year  begin 
and  end  on  the  same  day,  that  the  counties  be  held  respon- 
sible for  the  collection  and  payment  into  the  treasury  of  the 
State  tax,  that  the  board  of  equalization  be  given  power  to 
equalize  between  the  realty  in  cities  and  the  lands  outside, 
and  finally,  that  many  forms  of  property  be  taxed,  which, 
from  the  failure  of  the  local  assessors  to  reach  them,  now 
escape  their  just  share  of  the  public  burden.209  But  not- 
withstanding these  recommendations  and  suggestions  and 
notwithstanding  the  many  obvious  defects  of  the  tax  sys- 
tem the  Sixteenth  General  Assembly  (1876)  accomplished 
nothing  along  the  line  of  revenue  reform. 

In  the  State  executive  documents  of  1877  more  complete 
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and  urgent  recommendations  along  the  line  of  taxation 
appear.  For  the  first  time  we  find  in  the  Report  of  the 
Auditor  of  State  a  specific  criticism  of  the  method  of  local 
assessment.  "So  long  as  we  adhere  to  local  assessment 
only",  writes  the  Auditor,  "I  can  see  but  little  opportunity 
for  improvement.  It  has  occured  to  me,  however,  that  with 
some  modifications  of  the  system,  a  more  equitable  valua- 
tion may  be  realized."  21° 

The  Auditor  mentions  two  ways  of  securing  this  more 
equitable  valuation.  The  first  suggestion  is  especially  note- 
worthy.211 "In  some  States",  suggests  the  Auditor,  "this 
labor  is  performed  under  the  general  direction  of  a  county 
assessor.^.  Such  plan  would  not  avail  here,  without  authority 
to  appoint  a  sufficient  number  of  deputies  to  complete  the 
work  within  the  time  necessary,  or  investing  the  officer  with 
control  of  the  township  and  city  assessors;  in  which  case 
we  would  be  reasonably  sure  to  accomplish  a  more  equal 
valuation  of  all  kinds  of  property,  inasmuch  as  all  would 
be  done  under  one  supervision."  212  Strange  as  it  may  seem 
these  words  reflect  a  bit  of  real  fiscal  statesmanship. 

But  how  is  a  more  equitable  valuation  to  be  secured  ?  And 
what  should  be  the  seat  of  fiscal  authority?  Two  plans  are 
possible:  a  county  assessor  with  deputies  to  complete  the 
work  in  the  required  time ;  or  the  same  official  may  be  given 
supervision  over  city  and  township  assessors.  Eeduced  to 
its  lowest  terms,  this  is  the  old  question  of  the  county 
versus  the  township  from  the  standpoint  of  administration. 
The  Auditor,  however,  confesses  a  prejudice  in  favor  of  the 
method  of  assessment  by  local  officers,  elected  by  the  people 
in  each  city  and  township,  and  he  suggests  as  a  second 
avenue  of  necessary  reform  that  all  the  assessors  of  each 
county  be  required  to  meet  at  the  courthouse  on  the  first 
Monday  in  January  and  adopt  a  general  schedule  which 
should  govern  the  work  of  assessment  for  that  year. 

In  the  same  report  we  are  told  that  the  inequalities  sug- 
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gested  regarding  real  estate  were  even  more  conspicuously 
true  of  the  assessment  of  personal  property.  '  *  A  glance  at 
the  returns  for  the  present  year  will  convince  the  most 
skeptical,  that  not  only  is  the  property  undervalued,  but 
that  a  large  proportion  of  the  personal  wealth  of  the  state, 
entirely  escapes  taxation."213  With  such  gross  inequali- 
ties but  one  result  was  possible  —  the  maximum  rate  of 
tax  allowed  by  law.  Were  all  property  assessed  at  its  true 
cash  value,  as  the  law  really  contemplated,  the  result 
would  be  a  substantial  reduction  of  the  tax  rate.214  Even 
land,  according  to  the  Auditor,  was  being  assessed  at  less 
than  half  of  its  actual  sale  value. 

The  biennial  message  of  Governor  Newbold  of  January 
15,  1878,  contains  some  important  recommendations  along 
the  line  of  tax  reform.  He  reiterates  the  opinion  that  the 
counties  should  be  made  absolutely  responsible  for  the  State 
tax,  "being  firmly  persuaded  as  I  am  that  every  year's 
experience  continuously  demonstrates  the  unbusiness-like 
character  of  the  present  mode  of  keeping  the  revenue  ac- 
counts with  the  counties".215  He  also  recommends  the  semi- 
annual payment  of  taxes,  and  suggests  that  the  law  be  so 
amended  "as  to  require  the  counties  to  pay  into  the  state 
treasury  only  the  tax  on  realty,  leaving  the  corresponding 
tax  on  personalty  in  the  county  treasury."216  The  merit 
of  such  a  system,  he  held,  was  the  removal  of  an  incentive 
to  the  undervaluation  of  personal  property  by  making  the 
adjustment  of  the  same  entirely  a  county  function.  This 
type  of  county  option  calls  to  mind  one  form  of  present 
day  tax  reform  of  which  more  will  be  said  later.217 

The  question  of  State  finances  at  this  time  became  an  im- 
portant topic  of  discussion  in  the  State  press.  The  State 
had  a  floating  warrant  debt  of  about  $350,000  which  meant 
either  that  expenditures  must  be  materially  reduced  or 
that  some  new  plan  must  be  devised  for  raising  additional 
revenue.  The  Dubuque  Times  placed  the  responsibility  for 


the  depleted  condition  of  the  treasury  upon  the  General 
Assembly  of  1876  which,  it  declared,  "was  one  of  the  most 
reckless  and  irresponsible  legislative  bodies  that  ever  con- 
vened in  our  State".218  Many  other  papers,  howover,  did 
not  share  this  view.  The  Cedar  Rapids  Republican  and 
the  Council  Bluffs  Nonpareil  expressed  the  opinion  that  the 
rate  of  assessment  and  not  the  rate  of  taxation  should  be 
increased.  The  Sioux  City  Journal  held  similar  views. 
"The  secret  of  the  trouble",  declared  the  editor,  "lies 
in  the  fact  that  while  the  expenses  of  the  State  have  been 
largely  and  legitimately  increased  under  the  wretched 
system  of  assessment  pursued,  the  income  of  the  State  has 
remained  vefy  near  the  same.  The  State  revenue  is  really 
but  a  trifle  more  now,  under  the  same  nominal  rate  of  tax- 
ation, than  it  was  eight  and  ten  years  ago.  This  is  a  fact 
worth  considering  in  connection  with  the  information  con- 
tained in  our  census  reports  showing  the  increase  in  popula- 
tion and  wealth  of  the  State  in  that  time.  As  things  are, 
taxes  are  not  equally  laid,  and  the  laws  as  they  exist  are 
by  no  means  executed."  219  Such  a  condition  of  fiscal  af- 
fairs, it  was  claimed,  would  prove  injurious  to  the  State. 
With  much  property  given  only  a  nominal  value  and  a  large 
amount  entirely  escaping  the  burden  of  taxation,  the 
remainder  would  be  required  to  bear  an  exorbitant  rate  —  a 
condition  detrimental  to  the  industrial  progress  of  the 
State. 

A  bill  was  introduced  in  the  House  of  Representatives 
providing  for  the  payment  of  taxes  in  semi-annual  install- 
ments at  the  option  of  the  taxpayer,  and  further  provid- 
ing that  the  counties  be  made  responsible  for  the  full 
amount  of  State  taxes  charged  against  them  upon  the  books 
of  the  Auditor  of  State.220  This  bill,  however,  failed  to  be 
enacted  into  law  —  a  failure  due,  first,  to  the  feeling  that  a 
more  urgent  need  was  the  removal  of  unnecessary  burdens 
rather  than  the  semi-annual  payment  of  such  burdens,  and 
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second,  to  the  opposition  developed  against  making  the 
counties  absolutely  responsible  to  the  State,  when  it  was  a 
matter  of  common  knowledge  that  so  large  an  amount  of 
property  (especially  personal  property)  was  evading  tax- 
ation altogether. 

In  his  report  for  1879  the  Auditor  of  State  repeats  many 
of  his  former  recommendations.  He  continues  to  complain 
that  the  assessment  of  property  throughout  the  State  is 
made  at  less  than  one-half  and  frequently  at  not  more  than 
one- third  of  its  true  cash  value.  "I  have  heretofore  be- 
lieved", he  writes,  "and  yet  hold  to  the  opinion,  that  if  the 
law  was  adhered  to,  it  would  be  better  for  the  people  than 
the  pernicious  custom  which  now  prevails".221  He  further 
recommends  that  the  taxpayer  be  required  to  state  on  a 
printed  blank  a  complete  list  of  his  personal  estate  sub- 
scribed by  himself,  and  that  the  assessor  be  given  more  time 
in  which  to  complete  his  work.  By  thus  perfecting  the  law, 
he  hoped  to  reach  a  large  amount  of  personal  property  that 
was  entirely  evading  the  burdens  of  taxation.222 

Governor  Gear  also  recommended  remedial  legislation 
relative  to  personal  property  and  suggested  that  taxes  be 
made  payable  semi-annually.  An  amendment  to  the  law 
requiring  each  assessor  to  make  oath  to  the  board  of  super- 
visors that  the  provisions  of  section  825  of  the  Code  of 
1873  had  been  carried  out  by  him  before  receiving  com- 
pensation for  his  work,  the  Governor  believed,  would  have 
a  tendency  to  secure  the  better  enforcement  of  the  law.  A 
fourth  suggestion  made  in  this  message  of  January  13, 1880, 
is  worthy  of  special  attention  both  from  the  standpoint  of 
assessment  and  the  necessity  of  statutory  limitations  on  the 
local  taxing  power.  "If  the  property  of  the  state",  he 
says,  "were  to  be  assessed  at  its  real  value  —  a  consumma- 
tion most  desirable  for  her  reputation  both  at  home  and 
abroad  —  the  result  would  be  nearly,  if  not  quite,  to  double 
the  taxes,  not  only  of  the  state,  but  of  the  counties,  cities, 
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and  lesser  taxing  districts,  by  reason  of  the  fact  that  the 
law  permits  the  county  and  city  authorities  to  levy  a  certain 
percentage  of  taxes,  which  is  usually  done  in  most  cases 
to  the  maximum  limit.  If  the  percentage  of  taxes  now 
authorized  by  law  were  decreased  by  about  one  half,  the 
result,  in  my  opinion,  would  be  that  the  next  assessment 
of  property  would  be  at,  or  nearly  on  a  basis  of,  its  cash 
value,  while  the  aggregate  of  taxes  would  not  be  increased 
thereby."223 

Early  in  the  session  of  the  Eighteenth  General  Assembly 
(1880)  the  fight  for  semi-annual  payment  of  taxes  began  in 
earnest.  A  bill  was  introduced  by  Mr.  Pliny  Nichols  of 
Muscatine,224  providing  that  taxes  be  made  payable  semi- 
annually  on  or  before  the  first  day  of  March  and  on  or 
before  the  first  day  of  September  following.  The  leading 
arguments  in  favor  of  the  bill  were  well  stated  by  Mr. 
Nichols  in  a  communication  to  the  Iowa  State  Register.22* 
Chief  among  these  arguments  should  be  mentioned  the 
claim  that  fully  six  million  dollars  was  raised  long  before 
it  was  needed — which  merely  represented  so  much  dead 
capital  that  might  prove  beneficial  to  the  banks,  but  was  a 
positive  loss  to  the  taxpayer. 

Mr.  Nichols  made  an  able  and  earnest  defense  of  the 
measure.  A  similar  law  had  been  enacted  in  Ohio  and  In- 
diana, and  in  the  former  State  had  been  in  force  for  twenty- 
one  years.  New  Jersey  permitted  the  payment  of  taxes  in 
four  installments.  Upon  investigation  the  system  was 
found  to  have  met  with  success  where  it  had  been  tried. 
A  letter  received  from  the  Ohio  Auditor  of  State  claimed 
that  semi-annual  payments  were  "so  much  superior  to  the 
old  annual  system  that  under  no  circumstances  could  we  be 
induced  to  repeal  the  present  law."226  Continuing  the  ar- 
gument, the  author  of  the  bill  stated  that  objections  to  semi- 
annual payment  of  taxes  could  come  from  only  three 
sources:  first  from  a  few  officials  who  regarded  their  own 
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ease  more  than  the  interest  of  the  people ;  secondly  from  a 
few  banks  that  would  serve  themselves  at  the  expense  of  the 
taxpayer;  and  lastly,  from  a  few  citizens  who  considered 
the  power  of  a  few  officials  and  capitalists  more  than  they 
did  the  general  welfare  of  the  public.227 

The  bill  passed  the  House  February  20, 1880,  the  vote  be- 
ing eighty-four  yeas  and  fourteen  nays.228  It  was  at  once 
transmitted  to  the  Senate  and  on  the  following  day  was  re- 
ferred to  the  Committee  on  Ways  and  Means.229  A  substi- 
tute bill  was  prepared  which"  was  reported  back  on  March 
1st  with  the  recommendation  that  it  be  indefinitely  post- 
poned.230 Mr.  Nichols,  however,  was  not  to  be  defeated  with- 
out a  struggle.  "I  have  learned  this  morning,  to  my  sur- 
prise," he  said,  "that  the  Ways  and  Means  Committee, 
which  is  composed  of  a  majority  of  lawyers  and  bankers, 
have  'set  down'  on  the  bill,  and  that  ...  there  will  be  little 
show  for  any  measure  that  looks  to  the  relief  of  the  tax 
payers  of  the  State".231  The  measure  was  debated  in  the 
Senate  and  recommitted  to  the  Committee  on  Ways  and 
Means  on  March  8th,  only  to  be  reported  back  for  indefinite 
postponement.232 

Thus  was  defeated  the  earnest  effort  for  semi-annual  pay- 
ment of  taxes.  The  same  zeal  which  characterized  this  con- 
test was  also  manifest  along  other  lines  of  fiscal  reform. 
The  majority  realized  the  need  of  better  tax  laws,  but  no 
one  came  forward  with  a  definite  workable  policy.  Some 
members  believed  that  the  system  of  keeping  county  ac- 
counts should  be  remedied  by  having  all  tax  receipts  coun- 
tersigned by  the  county  auditor.233  Others  held  that  a  sat- 
isfactory remedy  could  be  secured  by  giving  larger  powers 
to  the  State  Board  of  Equalization.  A  writer  in  the  Iowa 
State  Register  says  that  "there  seems  to  be  a  general  desire 
on  the  part  of  our  legislators  at  Des  Moines  to  greatly  im- 
prove our  assessment  laws,  but  as  yet  no  definite  plan  or 
measure  has  been  proposed  that  promises  to  remove  the 
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evils  of  our  present  system  of  doing  that  branch  of  the  pub- 
lic business.  The  trouble,  as  it  seems  to  us,  arises  not  so 
much  from  the  want  of  compliance  with  the  statutes  already 
on  our  books.  Make  the  laws  more  stringent  and  mandatory, 
if  you  can,  and  then  confer  large  discretionary  and  remedial 
powers  upon  the  State  Board  of  Equalization.  That  might 
serve  to  bring  our  assessors  and  supervisors  up  to  a  sense 
of  the  obligations  imposed  upon  them  when  they  take  their 
official  oaths."234 

Numerous  bills  were  introduced  in  order  to  remedy  the 
defects  of  the  revenue  system,  but  in  the  absence  of  a  defi- 
nite coherent  policy  they  failed  to  pass.235  After  a  prolonged 
debate,  a  law  as  finally  enacted  appropriating  $300,000  and 
making  a  special  levy  not  to  exceed  one-half  mill  on  the  dol- 
lar for  the  payment  of  the  War  and  Defense  Bonds  author- 
ized by  the  Eighth  General  Assembly  and  due  July  1? 
1881.236  Aside  from  this  measure  no  fiscal  legislation  of  im- 
portance was  enacted  in  1880  —  and  this  in  spite  of  the  fact 
that  the  House  had  passed  the  following  resolution  instruct- 
ing the  Ways  and  Means  Committee  to  secure  a  way  of 
catching  the  untaxed  millions : 

WHEREAS:  There  is  and  has  been  for  several  years  in  this  State 
great  complaint  about  the  failure  of  assessors  to  assess  all  the  prop- 
erty there  is  in  the  State,  and 

WHEREAS:  It  was  early  urged  upon  this  General  Assembly,  by 
the  public  print  and  all  classes  of  property  holders,  that  one  of  the 
highest  duties  should  be  to  improve  our  Revenue  Laws,  so  that  there 
will  be  a  more  efficient  assessment  of  property  and  especially  per- 
sonal property,  and 

WHEREAS,  It  is  claimed  by  able  statisticians,  that  there  is  as 
much  personal  property  in  this  State  in  value,  as  there  is  in  realty, 
and  yet  the  report  of  the  Auditor  of  State  shows  that  the  personal 
property  assessment  of  1879  was  but  $79,618,995,  a  trifle  over  one- 
fourth  the  assessed  value  of  real  estate,  and 

WHEREAS,  It  is  believed  that  the  question  of  getting  all  species 


84  HISTORY  OF  TAXATION  IN  IOWA 

of  property  equally  and  fairly  assessed  is  one  of  the  most  important 
duties  of  the  General  Assembly,  and 

WHEREAS,  There  is  now  before  the  Ways  and  Means  Commit- 
tee of  the  House,  several  important  bills  intending  to  remedy  the 
defects  above  set  out:  therefore  be  it 

Resolved,  By  this  House,  that  the  Committee  of  Ways  and  Means 
are  hereby  instructed  to  perfect,  at  as  early  a  date  as  possible,  and 
report  to  this  House  a  bill  which  will  meet,  as  far  as  possible,  the 
wants  of  our  Revenue  laws,  as  stated  in  the  preamble  hereto,  and 
as  more  fully  shown  on  pages  6,  7  and  8  of  the  last  biennial  report 
of  the  Auditor  of  State.237 

Two  years  later  the  Report  of  the  Auditor  of  State  was 
even  more  pronounced  in  favor  of  revenue  reform.  How  to 
prevent  double  taxation,  secure  a  more  uniform  assessment 
of  property  at  its  full  cash  value,  and  place  a  larger  amount 
of  personal  property,  especially  credits,  on  the  tax  roll  were 
among  the  problems  which  received  special  attention  in  the 
report.  Personal  property  had  only  increased  from  $75,201,- 
885  in  1871  to  $89,327,400  in  1880.  It  was  estimated  "that 
the  burthen  of  taxation  is  laid  upon  the  realty  as  three  is  to 
one,  or  nearly  so."238  To  the  argument  that  the  local  au- 
thorities would  levy  the  full  percentage  of  the  true  cash 
value  of  property,  the  Auditor  replied  by  recommending 
that  the  General  Assembly  amend  the  law  authorizing  the 
levy  of  taxes  by  reducing  the  maximum  levy  from  six  and 
four  mills  to  three  and  two.  In  this  way  he  hoped  to  force 
local  officials  to  obey  the  assessment  laws.239 

Governor  Gear  again  recommended  the  advisability  of 
making  taxes  payable  semi-annually,  a  policy  which  he  said 
would  keep  several  million  dollars  in  the  hands  of  the  people 
which,  under  the  existing  system,  was  locked  up  in  the 
treasury  or  deposited  in  banks.240  The  question  of  fiscal  re- 
form again  received  the  serious  attention  of  the  General 
Assembly.  But  the  experience  of  1880  was  repeated.  The 
advocates  of  reform  did  not  seem  to  have  their  plans  care- 
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fully  made.  There  were  many  ideas  of  what  should  be  done, 
but  no  definite  program  was  proposed. 

At  least  three  bills  were  introduced  into  the  Senate  in  re- 
lation to  the  duties  of  boards  of  equalization.  They  were 
referred  to  the  Committee  on  Ways  and  Means  of  which 
Senator  William  Larrabee  was  chairman,  and  a  substitute 
offered  with  the  recommendation  that  the  substitute  do  not 
pass.241  Another  bill  in  reference  to  the  time  of  paying  taxes 
was  disposed  of  in  the  same  manner.  The  Committee  on 
Ways  and  Means  also  made  an  adverse  report  on  the  bill 
providing  for  semi-annual  payment  of  taxes.242  Senator 
Larrabee  considered  that  this  bill  "was  a  good  deal  like 
some  of  the  measures  of  the  Greenback  party,  and  thought 
its  passage  was  not  demanded  by  the  best  interests  of  the 
taxpayers  of  Iowa.243 

But  Senator  Nichols  was  determined  to  make  an  effort 
to  secure  the  enactment  of  his  favorite  measure.  Two  years 
earlier  he  had  secured  its  passage  in  the  House.  He  was  now 
a  member  of  the  Senate  Committee  on  Ways  and  Means, 
and  in  that  capacity  drafted  an  able  minority  report.244  In 
this  minority  report  it  was  claimed  that  semi-annual  pay- 
ment of  taxes  would  materially  reduce  the  delinquent  tax 
list  and  annual  tax  sales ;  that  many  defalcations  would  be 
prevented;  that  five  million  dollars  would  be  left  in  the 
hands  of  the  taxpayers  of  the  State  for  an  additional  six 
months  to  be  used  in  legitimate  enterprise ;  that  government 
expenses  had,  as  a  rule,  to  be  met  gradually  and  therefore 
lump  sum  payment  would  always  leave  a  large  amount 
hoarded  in  the  treasury ;  and  finally,  that  the  system  was  in 
vogue  in  other  States  and  always  tended  to  lighten  the 
burdens  of  taxation.  The  minority  report  was  in  fact  a  brief 
but  clear  and  convincing  exposition  of  the  arguments  favor- 
ing semi-annual  payment  of  taxes. 

It  will  be  noted  that  the  arguments  are  essentially  the 
same  as  those  presented  in  1880.  Senator  Nichols  made  a 
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vigorous  contest  through  the  press  and  had  many  strong 
supporters  in  the  Senate,  but  he  was  unable  to  secure  the 
passage  of  the  bill.  After  a  prolonged  debate  it  was  finally 
referred  to  a  special  committee  and  defeated.245 

It  is  apparent,  however,  that  the  sentiment  in  favor  of 
tax  reform  had  become  much  stronger  than  it  was  in  1880. 
There  was  a  growing  conviction  among  thoughtful  men  that 
the  revenue  laws  presented  a  lack  of  system  in  the  assess- 
ment, equalization,  local  levy,  and  finally  in  the  manner  of 
expending  the  various  funds.  There  was  also  a  duplication 
in  the  holding  of  local  offices  which  amounted  to  chaos  and 
resulted  in  a  complete  absence  of  official  responsibility  and 
therefore  a  squandering  of  the  public  funds.246  It  was  not 
uncommon  to  find  a  person  holding  the  office  of  assessor  and 
trustee  at  one  and  the  same  time,  thereby  making  the  assess- 
ment and  also  helping  to  equalize  it.  In  other  cases  the  same 
person  would  hold  the  offices  of  town  clerk  and  road  super- 
visor, thus  drawing  the  funds  out  of  the  county  treasury 
and  paying  them  to  himself.  Under  such  conditions  one  is 
not  surprised  at  the  question  frequently  asked:  Is  it  any 
wonder  that  people's  taxes  are  squandered? 

The  only  fiscal  legislation  enacted  by  the  Nineteenth  Gen- 
eral Assembly  (1882)  which  should  be  noted  in  this  chap- 
ter was :  first,  the  law  providing  for  biennial  election  of  lo- 
cal assessors  and  granting  additional  assessors  to  cities  of 
over  ten  thousand  inhabitants  ;247  second,  the  acts  transfer- 
ring the  war  and  defense  bond  tax  to  the  State  revenue  ;248 
and  third,  the  act  levying  an  additional  one-half  mill  "for 
the  purpose  of  reimbursing  the  general  revenue  fund  of  the 
State  on  account  of  money  paid  out  of  said  fund  for  war 
debts,  and  for  the  completion  of  the  new  capitol  and  the 
better  support  of  the  state  institutions."249  In  other  words 
no  reform  of  a  general  nature  was  enacted  into  law.  The 
revenue  system  of  the  State  remained  substantially  the  same 
with  all  of  its  imperfections. 
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In  the  Twentieth  General  Assembly  (1884)  the  struggle 
for  tax  reform  was  renewed.  The  Auditor  of  State  again 
recommended  that  the  counties  be  made  responsible  for 
the  amount  of  taxes  levied  for  State  purposes  (said  amount 
to  be  paid  in  four  equal  quarterly  installments),  the  coun- 
ties, in  turn,  to  receive  the  benefit  of  all  additional  assess- 
ments and  all  penalties  on  delinquent  taxes.250  This  view  was 
heartily  endorsed  by  Governor  Sherman.  "It  is  the  only 
equitable  method  whereby  counties  will  be  placed  upon  a 
real  level  with  each  other",  he  said,  "and  at  the  same  time 
make  certain  the  revenues  to  the  State,  which  it  will  readily 
be  seen  is  of  vital  importance  to  intelligent  legislation."251 
The  chief  executive  also  urgently  endorsed  the  advisability 
of  allowing  taxpayers,  at  their  option,  to  pay  their  taxes 
in  semi-annual  installments. 

Senator  Nichols  for  the  third  time  introduced  his  bill  to 
make  taxes  payable  semi-annually.232  It  received  a  favorable 
report  from  the  Committee  on  Ways  and  Means  and  passed 
the  Senate  with  but  little  opposition.253  In  the  House,  Mr. 
Lewis  Fordyce  moved  to  strike  out  the  enacting  clause, 
which  resulted  in  a  spirited  debate.234  The  bill  was  finally 
passed  by  a  large  majority.255 

During  the  course  of  the  House  debate  on  the  semi-annual 
tax  bill,  an  amendment  was  introduced  by  Mr.  Welcome 
Mowry  reducing  the  penalty  on  delinquent  taxes.256  There 
was  a  strong  sentiment  in  the  State  at  this  time  against  so 
heavy  a  penalty  on  delinquent  taxes  and  also  against  pub- 
lishing the  delinquent  tax  list.  In  other  words,  the  people 
were  in  favor  of  passing  laws  but  did  not  care  to  enforce 
them.  The  Mowry  amendment  placed  a  premium  on  lax  ad- 
ministration for  the  obvious  reason  that  a  sure  method  of 
avoiding  penalties  was  to  obey  the  law.  The  spirit  of  the 
amendment  may  be  paraphrased  in  these  words:  We  will 
pass  all  the  laws  you  desire,  providing  you  will  agree  not  to 
administer  them.257 
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Public  sentiment  was  so  strong,  however,  that  the  Mo  wry 
amendment  prevailed.  The  semi-annual  tax  bill  as  it  finally 
passed  and  became  law  provides  a  penalty  on  delinquent 
taxes  '  *  at  the  rate  of  one  per  cent  per  month  thereafter  until 
paid."258  Section  866  of  the  Code  of  1873  had  provided  pen- 
alties "at  the  rate  of  one  per  cent,  a  month  on  the  amount 
of  the  tax  for  the  first  three  months,  two  per  cent,  for  the 
second  three  months,  and  three  per  cent,  a  month  there- 
after."259 The  amendment  under  consideration  meant, 
therefore  a  reduction  of  penalty  from  a  maximum  rate  of 
thirty-six  to  a  maximum  of  only  twelve  per  cent  annually. 
This  bit  of  our  financial  history  is  worthy  of  careful  study 
from  the  standpoint  of  how  not  to  secure  efficient  tax  admin- 
istration. 

The  law  providing  for  the  semi-annual  payment  of  taxes 
may  best  be  understood  by  a  careful  reading  of  its  principal 
section.  "No  demand  of  taxes",  reads  the  law,  "shall  be 
necessary,  but  it  shall  be  the  duty  of  every  person  subject  to 
taxation  to  attend  at  the  office  of  the  treasurer,  unless  other- 
wise provided,  at  some  time  between  the  first  Monday  in 
January  and  the  first  day  of  March  following,  and  pay  his 
taxes  in  full ;  or,  he  may  pay  the  one-half  thereof  before  the 
first  day  of  March  succeeding  the  levy  and  the  remaining 
half  thereof  before  the  first  day  of  September  following; 
provided,  that  in  all  cases  where  the  half  of  any  taxes  has 
not  been  paid  before  the  first  day  of  April  succeeding  the 
levy  thereof,  the  whole  amount  of  taxes  charged  against 
such  entry  shall  become  delinquent  from  the  first  day  of 
March  following  such  levy;  and  in  case  the  second  install- 
ment of  any  taxes  be  not  paid  before  the  first  day  of  October 
succeeding  its  maturity,  penalty  shall  be  computed  on  such 
installment  from  the  first  day  of  September  designating  the 
maturity  of  such  installment ;  provided  also,  that  in  all  cases 
where  taxes  are  paid  by  installment  as  herein  provided,  each 
of  such  payments,  except  road  taxes,  shall  be  apportioned 
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among  the  several  funds  for  which  taxes  have  been  as- 
sessed, in  their  proper  proportions.  And  if  any  one  neglect 
to  pay  his  taxes  at  or  before  maturity,  as  herein  provided, 
the  treasurer  may  make  the  same  by  distress  and  sale  of  his 
personal  property  not  exempt  from  taxation,  and  the  tax 
list  alone  shall  be  sufficient  warrant  therefor."260 

This  review  of  the  work  of  the  Twentieth  General  Assem- 
bly may  be  concluded  by^a  brief  reference  to  the  mortgage 
tax  bills,261  which  will  be  studied  in  a  later  chapter,  and  to 
the  tax  bill  introduced  by  former  Governor  Carpenter.  This 
important  bill  embodied  a  number  of  recommendations 
which  are  already  familiar  to  the  reader.  Governor  Car- 
penter had  presented  some  of  them  in  his  messages 
to  the  General  Assembly.  The  maximum  rate  of  penalty  on 
delinquent  taxes  was  to  be  two  per  cent  a  month.262  Counties 
were  to  be  held  directly  responsible  for  the  State  tax  —  the 
same  to  be  paid  in  four  quarterly  installments.  The  valua- 
tion of  counties  was  not  to  be  altered  by  the  State  Board  of 
Equalization.  Finally,  all  penalties  for  delinquent  taxes, 
additional  assessments,  and  peddlers'  licenses  were  to  be 
given  to  the  counties.263  The  bill,  however,  met  with  much 
opposition  and  was  easily  defeated  by  a  large  majority.  The 
State  of  Iowa  was  not  ready  for  a  measure  of  this  kind. 
Tax  reform  was  proceeding  on  an  evolutionary  basis. 

The  title  of  this  chapter,  Administrative  Failure  of  the 
General  Property  Tax,  should  not  be  taken  to  mean  that  this 
tax  has  been  an  absolute  failure.  Through  the  levy  of  high 
and  discriminating  rates  the  necessary  revenue  for  State 
and  local  government  has  been  secured.  On  the  other  hand, 
it  should  be  recognized  that  a  perfect  system  of  taxation 
is  impossible.  But  when  the  history  of  taxation  in  Iowa  is 
carefully  and  judiciously  weighed,  it  may  be  safely  alleged 
that  the  general  property  tax  from  the  standpoint  of  admin- 
istration has  been  a  failure  because  the  revenue  laws  have 
not  been  able  to  guarantee  even  relative  justice  between  in- 
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dividuals  or  local  units  of  government  under  the  changed 
industrial  conditions  of  the  last  generation.  Fiscal  authori- 
ties are  practically  unanimous  in  their  verdict  that  the  gen- 
eral property  tax,  as  that  term  is  usually  defined  and  under- 
stood, has  become  an  anachronism. 

The  people  of  Iowa  have  slowly  realized  this  condition 
and  have  endeavored  by  legislation  to  prevent  it.  Since  the 
first  revenue  act  was  passed  in  1839  —  a  period  of  seventy 
years  —  an  effort  has  been  made  to  create  an  efficient  system 
of  taxation  by  the  enactment  of  law.  The  whole  body  of  this 
fiscal  legislation  may  be  conveniently  classified  under  two 
heads:  first,  laws  establishing  general  machinery  for  the 
levy,  assessment,  equalization,  and  collection  of  taxes;  sec- 
ond, laws  relating  to  specific  problems  in  taxation.  In  this 
connection  it  is  not  possible  to  give  absolute  dates.  It  has 
already  been  noted  that  the  main  outlines  of  our  general 
revenue  system  are  to  be  found  in  the  Code  of  1851.2Q*  When 
the  Code  of  1873  and  more  especially  the  semi-annual  tax 
law  of  1884  are  reached  we  are  brought  face  to  face  with 
what  is  practically  the  fiscal  system,  State,  county,  and  local, 
of  to-day. 

On  the  other  hand,  laws  relating  to  specific  problems  in 
taxation  are  also  to  be  found  incorporated  in  the  Code  of 
1851. 265  During  the  generation  following  the  enactment  of 
the  Code  of  1851,  while  many  laws  were  being  enacted  to 
perfect  the  general  machinery  of  taxation,  other  laws  were 
passed  creating  special  methods  for  the  taxation  of  rail- 
roads, insurance,  telegraph,  express  companies,  etc.266  By 
1884  the  pendulum  of  statutory  tax  reform,  so-called,  had 
shifted  from  general  to  special  legislation.  Nearly  half  a 
century  of  the  former  had  failed  to  evolve  a  satisfactory 
scheme  of  general  property  taxation.  The  remaining  chap- 
ters of  the  narrative  dealing  with  some  special  problems  in 
taxation  will  present  a  different  type  of  statutory  reform. 

The  general  narrative  from  1884  to  the  present    time 


(1910)  is  therefore  necessarily  brief.267  In  the  Report  of  the 
Auditor  of  State  for  1885  the  recommendation  that  the 
counties  be  made  responsible  to  the  State  for  the  full 
amount  of  State  tax  levied  on  the  equalized  total  value  of 
the  property  in  each  county  was  again  offered.  Concerning 
the  enforcement  of  tax  laws,  this  pertinent  suggestion  is 
noted:  "What  is  wanted  is  not  so  much  penalty  for  non- 
performance  of  the  required  duties,  as  direct  provisions  for 
enforcing  performance  thereof."268  Tables  are  presented 
to  show  the  low  and  discriminating  assessment  of  real  estate 
and  especially  of  personal  property. '  '269  It  is  further  main- 
tained that  such  a  system  of  discrimination  and  low  valu- 
ations "cannot  be  justified  on  any  grounds  consistent  with 
the  welfare  and  credit  of  the  state  and  its  various  sub- 
divisions." 27° 

Governor  Sherman  in  his  second  biennial  message  speaks 
of  the  gratifying  success  of  semi-annual  payment  of  taxes 
and  makes  a  strong  plea  for  uniform  assessments;  but  he 
did  not  believe  with  the  Auditor  that  the  State  Board  of 
Equalization  can  have  that  direct  and  intimate  knowledge 
of  all  the  counties  of  the  State  necessary  to  the  proper 
equalization  of  live  stock  values.  The  Governor  thought 
that  "if  the  expenses  of  the  State  government  could  be  so 
adjusted  that  each  county  might  assess  itself  without  regard 
to  valuations  in  those  adjoining,  a  happy  result  would  be 
attained."271  In  order  to  attain  this  "happy  result"  two 
somewhat  radical  plans  are  suggested:  first,  a  division  of 
the  State  expenses  among  the  counties  on  the  basis  of 
population;  or  second,  "levying  a  tax  directly  upon  the  rail- 
road property  as  assessed  by  the  Executive  Council,  which 
rate  should  not  exceed  the  average  tax  levies  throughout 
the  State  for  the  preceding  year,  and  requiring  the  same  to 
be  paid  into  the  State  Treasury." 272 

The  latter  alternative  is  especially  important  as  being  the 
most  direct  reference  made  by  an  Iowa  Governor  to  the 
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question  of  local  option  in  fiscal  affairs  and  the  separation 
of  revenue  sources.273  Judged  from  the  standpoint  of 
revenue  reform  the  second  message  of  Governor  Sherman  is 
an  able,  constructive  document.274  Manifestly  the  suggestion 
that  State  expenses  be  apportioned  among  the  counties  on  a 
basis  of  population  should  not  be  taken  seriously,  but  the 
alternative  plan  of  taxing  railroads  for  the  benefit  of  the 
State  treasury  at  the  general  average  rate  levied  on  prop- 
erty throughout  the  State  has  much  to  commend  it.  In  fact 
this  system  was  applied  to  telephone,  and  telegraph  com- 
panies until  rendered  impossible  by  an  adverse  decision  of 
the  Supreme  Court.275 

During  the  session  of  1886  there  was  much  discussion 
concerning  homestead  exemption  and  the  taxation  of  mon- 
eys and  credits  which  resulted,  however,  in  no  legislation 
of  importance.  Two  years  later  the  executive  documents 
are  once  more  filled  with  complaints  regarding  low  dis- 
criminating assessments. 

Writing  in  1887  the  Auditor  of  State  comments:  " Under 
the  present  system  of  assessing  property,  the  State  of  Iowa 
suffers  in  comparison  with  other  States,  both  as  to  valuation 
of  property  and  rate  of  taxation ;  and  at  the  same  time  the  tax 
payer  is  not  benefitted,  as  an  increase  in  assessment  would 
result  in  a  corresponding  decrease  in  rate  of  taxation."276 

Governor  Larrabee,  in  his  message  of  January  11,  1888, 
after  a  few  clear  statements  concerning  undervaluation  and 
the  full  responsibility  of  counties  for  State  taxes,  called 
attention  to  the  bill  pending  before  Congress  for  refunding 
the  direct  tax  levied  during  the  Civil  War.277  Under  the 
act  of  Congress  approved  August  5,  1861,  Iowa  had  paid 
over  to  the  United  States  $384,274.80 — which  amount  would 
be  refunded.  The  Governor  recommended  that  the  General 
Assembly  memorialize  Congress  for  the  speedy  passage  of 
the  bill,  which  he  said  should  become  a  law.278  During  the 
session  of  1888  the  Gatch  homestead  exemption  bill  and  the 
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taxation  of  mortgages  and  credits  were  also   considered. 

In  his  second  biennial  message,  Governor  Larrabee 
pointed  out  that  ''personal  property  continues  to  escape 
bearing  its  share  of  the  public  burdens.  While  the  assessed 
value  of  real  estate  has  during  the  last  twenty  years  been 
advanced  about  70  per  cent,  that  of  personalty  has  in- 
creased only  44  per  cent  during  the  same  period.  It  is  true 
that  personal  property,  when  assessed  at  all,  is  ordinarily 
rated  higher  in  proportion  to  its  commercial  value  than 
real  estate ;  yet  on  the  other  hand  so  much  of  it  escapes  the 
assessor  that  the  total  assessed  value  scarcely  equals  one- 
fifth  of  the  true  value  of  the  personal  property  held  in  the 
State.  An  effort  should  be  made  to  remedy  this  in- 
equality."279 The  meaning  of  this  statement  will  be  made 
clear  by  a  careful  examination  of  tables  presented  in  the 
following  chapter.280 

When  the  Twenty-third  General  Assembly  met  in  1890 
the  hard  times  which  were  to  terminate  in  the  crisis  of  1893 
had  already  arrived.  The  questions  of  homestead  exemption 
and  mortgage  taxation  demanded  urgent  consideration. 
There  was  also  much  talk  of  reducing  the  levy  for  regular 
appropriations  to  two  mills  —  indeed,  a  resolution  to  do  this 
was  rushed  through  the  House,281  but  failed  to  pass  the 
Senate.  In  fact  a  bill  quite  different  in  character  was 
enacted  into  law.  In  addition  to  the  regular  levy  made  by 
the  Executive  Council,  a  special  one-half  mill  tax  levy  was 
ordered  for  the  purpose  of  properly  meeting  the  necessary 
requirements  of  the  several  State  institutions.282 

Two  years  later  (1892)  the  popular  demand  for  revenue 
reform  could  no  longer  be  ignored.  The  hard  times  had 
much  to  do  with  causing  the  people  to  become  dissatisfied 
with  their  system  of  taxation.  Governor  Boies,  a  Democrat, 
spoke  in  the  most  positive  terms  on  the  subject  of  revenue 
in  his  inaugural  of  January  20,  1892.  The  tax  laws,  he 
said,  were  universally  ignored  with  reference  to  both  real 
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and  personal  property.  If  property  was  to  be  assessed  at 
a  fraction  of  its  value,  some  uniform  rule  ought  to  be 
established  on  the  subject.  It  was  a  matter  of  regret  that 
a  custom  "as  variable  as  the  whims  of  men  and  sometimes 
as  destitute  of  the  spirit  of  fairness"  had  taken  the  place 
of  law.  The  Governor  believed,  however,  that  the  subject 
was  too  large  and  complex  to  be  judiciously  considered  dur- 
ing one  brief  session  of  the  General  Assembly,  and  so  he 
recommended  the  appointment  of  a  commission  "clothed 
with  power  to  perfect  a  bill  and  report  it  to  some  future 
session  of  that  body  for  final  action  thereon".283 

This  State  paper  will  be  remembered  especially  because 
of  the  recommendation  for  a  tax  commission.  It  is  the  first 
time  an  Iowa  Governor  had  made  such  a  definite  recom- 
mendation. Much  credit  is  due  Governor  Boies  for  being 
able  so  clearly  to  understand  and  boldly  announce  the  fact 
that  the  subject  of  tax  reform  is  too  large  to  be  wisely 
adjusted  in  one  session  of  the  General  Assembly.  At  this 
time  the  whole  subject  of  taxation,  especially  from  the 
standpoint  of  assessment,  was  thoroughly  discussed,  not 
only  in  executive  documents  but  also  in  the  newspapers  and 
other  publications.  The  low  and  grossly  unequal  valuation 
of  property  by  local  assessors  was  the  leading  point  of  at- 
tack. Every  one  could  diagnose  the  case  but  no  one  seemed 
to  be  able  to  furnish  an  efficient  remedy.  To  illustrate  the 
humorous,  if  not  almost  pathetic,  absence  of  a  constructive 
program,  the  Auditor  of  State  was  able  to  see  but  one 
practical  remedy:  "the  lowering  of  the  maximum  rate  of 
taxation  to  such  a  degree  as  will  force  the  raising  of  values 
to  their  proper  position  in  order  to  be  able  to  realize  the 
necessary  amount  of  revenue  for  county  purposes."284 

The  period  under  consideration  was  one  of  criticism  and 
negation,  not  one  of  construction.  A  well  settled  conviction 
prevailed  throughout  the  State  that  there  was  something 
radically  wrong  in  the  assessment  of  property.  Many  think- 
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ing  men  were  of  the  opinion  that  assessors  and  boards  of 
equalization  were  not  doing  their  duties  as  prescribed  by 
law.  In  fact  these  officials  were  frequently  accused  of  no 
less  crime  than  that  of  perjury.285  The  laws,  it  was  claimed, 
were  specific  and  at  the  same  time  both  just  and  reasonable, 
but  their  administration  by  assessors  and  boards  of  equali- 
zation had  become  a  meaningless  sham. 

Complying  with  the  recommendation  of  Governor  Boies, 
and  in  response  to  the  urgent  demands  of  the  people  for 
relief  from  what  they  considered  an  unjust  system  of 
taxation,  an  act  was  passed  to  provide  a  commission  to  in- 
vestigate the  revenue  laws  and  report  necessary  changes.286 
Briefly  stated,  the  act  provided  for  a  temporary  commission 
of  four  members  named  by  the  Executive  Council.  The 
members  of  this  commission  were  to  receive  as  compensa- 
tion five  dollars  a  day  for  not  more  than  thirty  days,  to- 
gether with  necessary  traveling  expenses;  and  not  more 
than  two  members  of  the  commission  were  to  be  of  the  same 
political  party.  It  was  made  the  duty  of  the  commission 
"to  studiously  and  carefully  examine  the  revenue  and  taxa- 
tion laws  of  the  state  and  report  necessary  and  desirable 
changes  to  the  Twenty-fifth  General  Assembly. '  '287 

How  this  commission  and  the  things  it  was  expected  to 
accomplish  were  judged  by  the  majority  of  thinking  men  is 
perhaps  most  clearly  stated  in  a  contemporary  editorial. 
"Senator  Harsh",  wrote  the  editor,  "has  introduced  a 
good  bill.  It  is  for  the  revision  of  the  assessment  laws  of 
the  state.  The  bill  creates  a  board  of  four,  two  members 
from  each  party,  who  shall  take  up  the  problem  and  prepare 
a  report  before  the  meeting  of  the  Twenty-fourth  [fifth] 
General  Assembly.  They  are  to  give  the  matter  thorough 
study  and  to  prepare  a  system  that  shall  overcome  the  many 
inequalities  that  now  exist.  The  need  for  a  revision  of  this 
kind  has  long  been  apparent.  The  undertaking  is  so  great 
that  it  can  only  be  done  by  a  non-partisan  commission,  a 
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commission  of  business  men  rather  than  politicians.  At  the 
present  time  there  is  a  great  deal  of  property  that  is  not 
assessed  at  all  and  the  rest  is  assessed  all  the  way  from 
about  3  per  cent  of  its  real  value  to  40  or  50  per  cent.  The 
way  to  meet  the  situation  is  to  provide  for  uniform  assess- 
ment. Iowa  suffers  in  comparison  with  other  states  be- 
cause the  valuation  is  low,  and  the  rate  of  taxation  accord- 
ingly high.  The  state's  business  will  make  a  better  showing 
if  the  assessment  is  raised  all  around  and  the  rate  of  taxa- 
tion reduced  accordingly.  All  these  details  will  suggest 
themselves  to  a  commission  of  business  men  proposed  in 
the  Harsh  bill,  which  ought  to  be  passed."288 

The  tax  commissioners  named  by  the  Executive  Coun- 
cil were:  Alfred  N.  Poyneer,  Charles  E.  Whiting,  Charles 
A.  Clark,  and  August  Post.  Later  Edgar  C.  Lane  of 
Guthrie  Center  was  appointed  to  fill  the  vacancy  occasioned 
by  the  resignation  of  Mr.  Poyneer.  The  commission  at  once 
began  their  thirty  days  task  of  investigation  and  the  prepa- 
ration of  a  bill  to  remodel  the  system  of  taxation.  Under 
the  circumstances  one  is  not  surprised  to  learn  that  "in 
entering  upon  the  work  assigned  the  commission,  its  mem- 
bers soon  realized  that  the  time  contemplated  in  the  leg- 
islative act,  to  be  given  to  the  work,  was  quite  inadequate 
for  its  accomplishment  in  a  satisfactory  manner. ' ' 289 

From  the  standpoint  of  the  general  narrative,  the  report 
and  accompanying  bill  submitted  by  the  commission  may 
be  briefly  presented.290  According  to  the  proposed  bill 
local  assessors  were  still  to  be  elected  biennially  in  town- 
ships, cities,  and  towns.  But  in  addition  to  the  elected 
assessors,  it  was  provided  that  the  board  of  supervisors  of 
each  county  should  appoint  two  associate  assessors  for 
each  assessment  district  in  the  county.  These  associate 
assessors  were  to  assist  in  the  valuation  of  real  estate  and 
aid  in  equalizing  values.  The  bill  further  provided  that 
real  property  be  listed  and  valued  in  the  year  1895  and 
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every  fifth  year  thereafter291  —  which  meant  an  important 
change  from  the  system  of  biennial  valuation. 

The  report,  however,  is  most  vital  and  instructive  from 
the  standpoint  of  the  proper  method  of  valuation.  The  com- 
mission was  unanimously  of  the  opinion  that  nothing  short 
of  the  actual  cash  value  of  property  should  be  made  a  basis 
of  taxation.  According  to  the  terms  of  the  bill,  cash  value 
meant  ordinary  sale  value  upon  the  usual  terms  of  credit, 
not  what  property  would  bring  at  a  forced  sale.292 

Some  changes  in  equalization  were  suggested.  The  county 
board  of  equalization,  however,  was  to  remain  practically 
the  same,  but  the  local  boards  of  equalization  were  to  be 
composed  of  the  assessors  and  associate  assessors  rather 
than  of  the  trustees  or  City  Council.  For  example,  a  town- 
ship board  of  equalization  would  consist  of  an  elected  as- 
sessor and  two  appointed  associate  assessors.  The  chair- 
man of  each  local  board  of  assessors  was  required  to  be 
present  at  the  meeting  of  the  county  board  of  equalization. 
The  commission  believed  that  this  plan  would  establish  a 
more  unified  administration  and  give  better  results.  The 
State  Board  of  Equalization  was  still  to  consist  of  the 
Executive  Council — except  that  in  every  fifth  year  for  the 
purpose  of  real  estate  valuation  it  was  provided  that  the 
Executive  Council  *  *  shall,  on  or  before  February  first,  ap- 
point one  qualified  elector  from  each  congressional  district 
in  the  state,  who  shall  sit  with  and  act  as  a  member  of 
said  board  on  all  matters  of  equalization  for  that  year."293 

The  Auditor  of  State  in  his  report  of  1893,  and  Governor 
Boies  in  his  second  biennial  message,  spoke  favorably  of  the 
report  of  the  revenue  commission.  They  refer  especially 
to  the  recommendation  concerning  the  assessment  of  prop- 
erty at  its  fair  cash  value.  The  Auditor  thought  that  "the 
recommendations  of  the  tax  commission  relating  to  the  as- 
sessment of  real  estate  and  personal  property  at  its  true 
cash  value,  and  the  reduction  of  the  maximum  rate  of  taxa- 
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tion  for  State  and  county  revenue  are  valuable,  timely,  just 
and  wise,  and ' ',  said  he,  "  I  believe  the  only  practicable  and 
feasible  plan  to  correct  and  remedy  as  far  as  possible  the 
evils  of  unequal  assessment  of  property  and  unequal  and 
unjust  burdens  of  taxation."294 

The  bill  as  framed  by  the  commission  was  presented  to 
the  General  Assembly.  In  the  Senate  bills  were  introduced 
by  Senator  Harsh  and  Senator  Bishop  which  were  quite 
similar  to  the  one  prepared  by  the  commission.  The  result 
was  the  final  introduction  of  a  substitute  bill  by  the  Com- 
mittee on  Ways  and  Means  of  which  Senator  Harsh  was 
Chairman.  The  important  changes  made  in  the  committee 
bill  may  best  be  explained  in  the  words  of  Senator  Harsh. 
''The  most  important  changes",  he  says,  "consist  in  the 
committee's  failing  to  approve  the  commission's  recom- 
mendations that  two  additional  assessors  be  appointed  in 
each  assessment  district  to  assist  the  elected  assessor ;  that 
an  elector  from  each  Congressional  District  be  appointed  to 
assist  the  executive  council  in  equalizing  and  assessing  as 
by  law  required,  also  that  assessment  of  real  estate  be  made 
only  once  every  five  years."295  On  the  other  hand,  the 
committee  adopted  the  recommendation  of  the  commission 
for  assessing  property  at  its  fair  cash  value. 

The  measure  as  finally  presented  should  be  considered  as 
representing  the  combined  work  of  the  non-partisan  tax 
commission,  the  county  auditors  and  treasurers  of  the 
State,  many  citizens  who  prepared  and  presented  papers, 
and  finally,  the  Committee  on  "Ways  and  Means  of  the 
Senate.296  The  chief  concern  of  all  seemed  to  be  the  desire 
to  find  some  practicable  method  of  preventing  the  gross 
undervaluation  of  property,  29T  and  consequent  inequalities 
of  assessment.  The  fact  was  generally  recognized  that  one 
man  was  paying  taxes  on  twenty-five  per  cent  of  the  value 
of  his  property,  a  second  on  fifty  per  cent,  and  a  third  on  a 
full  market  valuation.  Many  intelligent  men  were  honest 
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in  their  efforts  to  find  some  definite  solution  to  this  prob- 
lem, and  they  rightly  believed  that  no  solution  was  possible 
which  did  not  contemplate  assessment  at  full  cash  value. 

The  General  Assembly,  however,  was  not  ready  for  what 
appeared  to  be  so  large  a  measure  of  law  enforcement  in 
fiscal  matters.  The  committee  bill  was  not  even  made  a 
special  order  in  the  Senate,  but  was  indefinitely  post- 
poned.298 

In  assigning  reasons  for  the  complete  defeat  of  the  bill 
it  was  stated  in  an  editorial  that  "the  farm  lands  of  Iowa 
were  assessed  in  1893  at  an  average  of  $8.44  per  acre,  mak- 
ing a  total  assessment  in  round  numbers  of  about  two 
hundred  and  ninety-three  and  a  quarter  millions  of  dollars. 
The  total  assessment  of  town  lots  was  in  round  numbers 
one  hundred  and  four  million  dollars,  and  the  total  personal 
property  assessments,  in  round  numbers,  one  hundred  and 
thirteen  millions.  The  total  assessed  value  of  all  the  prop- 
erty of  the  state  was  in  round  numbers,  five  hundred  and 
sixty-six  millions  of  dollars.  It  is  instructive  to  note  the 
gradual  increase  and  growth  of  property  assessments  in 
Iowa  as  shown  by  the  last  biennial  report  of  the  auditor  of 
state.  In  1870,  the  total  assessed  value  of  all  property  was, 
in  round  numbers,  two  hundred  and  ninety-four  millions; 
in  1880,  four  hundred  and  ten  millions ;  in  1890,  five  hundred 
and  twenty-four  millions.  Auditor  McCarthy  in  his  report 
for  1893,  page  7,  says: 

11  'It  is  my  opinion  that  the  average  assessment  of  real 
estate  and  personal  property  in  this  state  for  many  years 
does  not  exceed  25  per  cent  of  its  actual  cash  value*. 

"It  is  now  proposed",  continues  the  editor,  "by  the  new 
revenue  bill  to  raise  the  assessment  to  its  actual  cash  value 
which  will  make  the  snug  round  sum  of  two  thousand  two 
hundred  and  sixty-six  millions.  The  farms  are  now  assessed 
at  two  hundred  and  ninety-three  millions  and  the  live  stock 
which  belongs  mainly  to  farmers,  at  fifty- two  millions ;  this 
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makes  a  total  assessment  upon  the  farms  and  their  stock 
of  three  hundred  and  forty-five  millions,  leaving  the  assess- 
ment of  only  about  two  hundred  and  twenty  million  against 
all  other  classes.  If  the  assessment  shall  be  raised  as 
proposed  by  the  new  revenue  bill,  the  total  assessment  of 
the  farmers'  property  in  the  state  will  be  one  thousand  three 
hundred  and  eighty  millions,  and  the  property  of  all  others 
eight  hundred  and  eighty  millions.  With  the  present  as- 
sessed value  there  is  no  trouble  for  the  state  to  raise  all 
taxes  necessary  to  carry  on  the  state  and  county  govern- 
ments by  moderate  rate  of  taxation.  It  is  the  towns  and 
cities  which  want  to  raise  more  money.  The  total  assess- 
ment of  town  lots  is  in  round  numbers  one  hundred  and 
four  million.  The  rate  of  taxation  in  many  of  the  cities  is 
as  high  as  5  per  cent  of  the  assessed  value  including  special 
levies  authorized  by  law.  The  tax  eaters  of  cities,  of  course, 
want  to  increase  the  assessment.  We  think  it  against  the 
best  interests  of  the  state  and  of  the  cities  to  change  the 
present  tax  laws. ' ' 2" 

Other  editorials  appeared  in  which  the  subject  was  fur- 
ther discussed  and  the  proposed  bill  assailed  with  vigorous 
words  rather  than  with  clear  arguments.  Some  startling 
accusations  and  admissions  were  made.  More  than  two- 
thirds  of  the  county  and  State  taxes,  it  was  claimed,  were 
being  paid  by  the  farmers  and  the  railroads.  Assess  prop- 
erty at  its  full  cash  value  and  the  farmers  alone  will  pay 
more  than  two-thirds  for  the  reason  that  city  valuations 
will  not  be  proportionally  increased.  It  was  admitted  that 
farms  in  many  cases  were  being  assessed  at  only  one-fifth 
of  their  value,  and  that  for  years  property  had  been  as- 
sessed at  from  one-fourth  to  one-third  of  its  value.  ' '  This ' ', 
one  writer  said,  "is  in  accordance  with  the  universal  custom 
of  all  the  states  for  the  last  one  hundred  years,  except  three 
or  four  that  are  now  trying  the  full  value  plan. ' '  Moreover, 
an  effort  was  made  to  justify  this  "universal  custom",  or 
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rather  universal  disregard  of  law,  by  holding  that  such  a 
policy  was  necessary  in  order  to  prevent  the  people  from 
being  over-taxed,  especially  in  the  cities  where  the  rate 
was  frequently  as  high  as  five  or  six  per  cent.  Finally  it 
was  said  that  "if  this  bill  passes  it  will  not  be  three  years — 
certainly  not  five  —  before  thirty-six  millions  of  dollars  of 
taxes  will  be  gathered  from  our  people  every  year,  and 
extravagance  and  corruption  will  then  demand  some  further 
removal  of  the  limit  of  taxation  for  the  further  plundering 
the  tax  payers."300 

Two  years  later  the  same  appeal  was  made  for  relief  from 
an  unjust  system  of  taxation.  "I  am  inclined  to  the  opin- 
ion", writes  the  Auditor,  "that  future  generations  will  con- 
tinue to  ask  why  the  great  state  of  Iowa  has  such  a  small 
valuation,  and  such  an  enforced  high  rate  of  taxation,  and 
the  stranger  within  our  borders  will  continue  to  compare 
us  unfavorably  with  other  states  that  are  not  the  peers  of 
our  own  state."301 

In  January,  1896,  Governor  Jackson  presented  a  strong 
message  from  the  standpoint  of  revenue  reform.  He  pointed 
out  that  the  per  capita  expense  of  certain  State  governments 
was  as  follows :  New  York,  $2.06 ;  Pennsylvania,  $1.06 ;  Ohio, 
$1.04;  Michigan,  $1.08;  Minnesota,  $1.87;  and  Iowa  $.89. 
This,  in  his  opinion,  was  a  bad  showing  for  Iowa.  The 
Governor  also  makes  a  clear  statement  of  the  fact  that 
the  assessment  laws  were  universally  disregarded,  and 
that  in  fact  millions  of  dollars  worth  of  property  was 
evading  taxation.  In  conclusion  he  says  that  in  his  judg- 
ment "no  other  issue  is  of  such  vital  importance  to  the 
progress  and  welfare  of  Iowa  as  that  of  raising  the  neces- 
sary revenue  for  the  proper  maintainance  of  our  state  by  a 
fair  and  equitable  system  of  taxation."302 

Despite  a  strong  popular  demand  for  fiscal  reform  no 
general  legislation  of  importance  was  enacted  at  the  regular 
session  of  the  Twenty-sixth  General  Assembly  in  1896.  At 
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the  extra  session,  however,  which  enacted  the  Code  of  1897, 
one  or  two  changes  of  a  general  nature  were  introduced.303 
The  sections  relating  to  the  powers  and  duties  of  assessors 
were  made  somewhat  more  specific,  the  purpose  being  to 
secure  a  more  equitable  tax  levy  and  a  more  complete  list- 
ing, especially  of  personal  property,  for  taxation.  Perhaps 
the  most  important  change  of  a  general  nature  made  by  the 
Code  of  1897  was  that  of  placing  the  assessed  value  at 
twenty-five  per  cent  of  the  actual  value.  "All  property 
subject  to  taxation",  reads  the  section  in  point,  "shall  be 
valued  at  its  actual  value,  which  shall  be  entered  opposite 
each  item,  and  shall  be  assessed  at  twenty-five  per  cent,  of 
such  actual  value.  Such  assessed  value  shall  be  entered  in 
a  separate  column  opposite  each  item,  and  is  to  be  taken 
and  considered  as  the  taxable  value  of  such  property,  and 
the  value  at  which  it  shall  be  listed  and  upon  which  the  levy 
shall  be  made.  Actual  value  of  property  as  used  in  this 
chapter  shall  mean  its  value  in  the  market  in  the  ordinary 
course  of  trade."304 

In  other  words,  two  solutions  of  the  fiscal  problem  had 
been  presented  to  the  General  Assembly:  taxation  at  full 
cash  value,  which  had  always  been  both  the  spirit  and  letter 
of  the  law;  or,  taxation  at  a  fractional  part  of  said  value. 
The  latter  alternative  was  chosen.  Up  to  this  time  the  ad- 
ministrative failure  of  the  general  property  tax  had  merely 
been  admitted.  It  was  now  made  a  part  of  the  Code  of 
1897.305 

Aside  from  these  changes,  and  one  or  two  others  of  minor 
significance,  the  general  machinery  for  the  levy,  assessment, 
equalization,  and  collection  of  taxes  was  the  same  in  1897  as 
in  1873.306  Under  both  codes  the  tax  levy  was  made  by  the 
Executive  Council  and  county  boards  of  supervisors,  within 
certain  limitations  specified  by  the  General  Assembly;  and 
the  assessment  was  made  by  local  assessors.307  In  1897 
as  in  1873  there  was  a  local,  county,  and  State  board  of 
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equalization,  constituted  in  the  same  way  and  with  the  same 
general  powers.  After  a  quarter  of  a  century  of  recommen- 
dation, suggestion,  agitation,  and  amendment  the  defects 
of  the  tax  system  were  more  apparent  in  1897  than  in  1873. 
An  examination  of  the  statistical  tables  presented  in  the 
following  chapter  clearly  reveals  this  fact.  Indeed,  in  1897 
the  State  was  even  further  removed  from  a  real  solution  of 
the  problem. 

Since  1897  almost  nothing  has  been  accomplished  which 
may  logically  be  included  in  this  general  narrative.  Pri- 
mary election,  two  cent  fares,  the  regulation  of  the  liquor 
traffic,  and  a  number  of  other  problems  have  occupied  the 
stage  of  political  action.  Governor  Cummins  during  his 
long  and  strenuous  administration  was  busy  with  these 
problems  and  made  no  serious  effort  to  bring  about  a  gen- 
eral revision  of  the  revenue  laws.  His  predecessor,  Gover- 
nor Shaw,  being  inclined  to  conservatism  and  a  "business 
administration",  believed  in  letting  well  enough  alone. 

But  during  all  this  time  a  minority  was  demanding  re- 
form. Nor  has  the  decade  passed  without  a  final  effort  to 
secure  a  more  efficient  administration  of  the  tax  laws.  The 
year  1900  witnessed  the  establishment  of  the  tax  ferret  sys- 
tem— largely  for  the  purpose  of  securing  a  more  complete 
listing  of  moneys  and  credits — the  history  of  which  will  ap- 
pear in  a  later  chapter.  Two  efforts  have  also  been  made 
to  create  a  tax  commission.  In  1907  Senator  Jackson  of 
Sioux  City  introduced  a  joint  resolution  providing  for  the 
appointment  of  a  commission  of  nine  persons  to  inquire  into 
the  subject  of  assessment  and  taxation  for  State  and  local 
purposes  and  report  the  results  of  their  investigation  and 
bills  relating  thereto  to  the  next  General  Assembly.  The 
resolution,  however,  did  not  prevail.308 

In  1909  a  second  effort  was  made  to  create  a  revenue 
commission.  In  the  Senate  a  bill  was  introduced  by  Senator 
Arthur  C.  Savage  providing  for  a  commission  of  five  per- 
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sons  to  be  appointed  by  the  Governor.309  This  bill  found 
its  way  to  the  Committee  on  Appropriations  where  it  slum- 
bered for  some  time,  pending  the  consideration  of  the  mort- 
gage tax  bills.310  In  the  House  of  Eepresentatives  Mr. 
William  L.  Harding  introduced  a  bill  for  the  same  pur- 
pose.811 "  There  is  hereby  created  a  legislative  tax  com- 
mission consisting  of  five  members,  two  of  whom  shall  be 
members  of  the  House  of  Eepresentatives  and  appointed  by 
the  Speaker,  one  of  whom  shall  be  a  member  of  the  Senate 
and  appointed  by  the  President  of  the  Senate,  and  two  of 
whom  shall  be  appointed  by  the  Governor  of  the  State," 
reads  the  opening  section  of  Mr.  Harding 's  bill.  This  bill 
also  slumbered  during  a  large  part  of  the  session,  pending 
action  on  the  mortgage  tax  bills.  After  a  number  of  un- 
fortunate experiences  it  was  finally  brought  out  on  a  mi- 
nority report  and  passed  the  House.312  Upon  reaching  the 
Senate  it  was  referred  to  the  Committee  on  Appropriations, 
and  in  the  scramble  at  the  close  of  the  session  failed  to  be 
reported.313 

A  bill  relating  to  the  collection  of  delinquent  personal 
property  taxes  was,  however,  passed  by  the  Thirty-third 
General  Assembly.  Boards  of  supervisors  were  given 
power  in  their  discretion  to  authorize  the  appointment  by 
the  treasurer  of  one  or  more  collectors  to  assist  in  the  col- 
lection of  delinquent  personal  property  taxes,  the  compen- 
sation for  said  work  not  to  exceed  ten  per  cent  of  the 
amount  collected.314 

By  way  of  review,  it  should  be  noted  that  the  narrative 
thus  far  has  dealt  merely  with  the  general  property  tax  and 
the  machinery  of  assessment  relative  thereto.  This  method 
of  treatment  would  seem  to  be  logical  and  scientific  for  the 
reason  that  general  property  taxation  not  only  forms  the 
most  important  part  of  our  revenue  system  but  is  indeed 
the  very  foundation  of  that  system.  Aside  from  the  statis- 
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tical  study  made  in  the  following  chapter,  the  remainder  of 
the  volume  is  taken  up  with  a  number  of  special  problems 
in  taxation  all  of  which,  however,  are  directly  or  indirectly 
connected  with  the  general  property  tax.315  For  example, 
the  taxation  of  moneys  and  credits,  forms  of  personal  prop- 
erty, is  a  subject  large  and  important  enough  for  separate 
study. 

The  general  narrative  since  1873  briefly  stated  may  be 
said  to  embrace  the  following  points :  first,  the  earnest  effort 
to  secure  more  efficient  collection  of  taxes  resulting  in  the 
payment  of  the  same  semi-annually,  the  tax  ferret  law,  and 
the  law  relative  to  the  collection  of  delinquent  personal 
property  taxes;  second,  the  growing  recognition  of  in- 
efficient assessment  in  Iowa,  especially  the  fact  that  this 
sham  is  embodied  in  a  statutory  subterfuge,  the  twenty-five 
per  cent  provision  of  the  Code  of  1897;  and  third,  the  tax 
commission  of  1893,  the  report  of  which  was  repudiated  by 
the  General  Assembly,  and  the  efforts  to  provide  a  tem- 
porary commission  in  1907  and  1909.  It  would  seem  that 
nearly  three  generations  of  fiscal  history  ought  to  make  the 
necessity  first,  of  a  temporary,  and  later  a  permanent  tax 
commission  clear  to  the  people  of  Iowa.  Only  under  the 
constant  and  intelligent  leadership  of  such  a  commission  is 
it  possible  even  to  approach  a  solution  of  the  many  difficult 
problems  incident  to  the  administrative  failure  of  the  gen- 
eral property  tax.  The  great  industrial  centralization  of  the 
present  day  with  its  endless  multiplicity  of  intangible  values 
must  necessarily  be  accompanied  by  some  measure  of  cen- 
tralization in  our  system  of  State  and  local  administration. 


V 

STATISTICAL  STUDY  OF  THE  GENERAL 
PROPERTY  TAX 

In  the  preceding  chapters  a  narrative,  historical  and 
critical,  of  the  general  property  tax  of  Iowa  has  been  pre- 
sented. The  efforts  to  establish  a  revenue  system  by  legis- 
lation have  been  reviewed ;  and  from  the  account  given  the 
reader  may  judge  to  what  extent  these  efforts  have  suc- 
ceeded, or,  what  is  more  to  the  point,  to  what  extent  they 
have  failed.  The  constantly  amended  laws,  revealing  the 
planless  and  shifting  policies  by  which  it  was  hoped  that 
fiscal  machinery  might  be  adapted  to  the  rapidly  changing 
conditions  of  our  social  and  industrial  life,  have  been  ex- 
amined chronologically.  The  study  of  these  phenomena, 
however,  would  be  both  incomplete  and  indefinite  were  the 
narrative  not  supplemented  by  a  statistical  abstract  show- 
ing the  amount  of  taxes  collected,  and,  what  is  far  more  im- 
portant, the  efficiency  of  the  assessment  system.  It  will, 
therefore,  be  the  purpose  of  this  chapter  to  present  a  brief 
statistical  study  of  the  actual  assessment  and  collection  of 
taxes  in  Iowa.  Without  this  data  it  is  quite  impossible  for 
the  reader  to  judge  fairly  as  to  the  efficiency  or  inefficiency 
of  the  revenue  system. 

Table  I  is  a  condensed  statement  showing  receipts  and 
disbursements  of  general  revenue  at  the  State  Treasury 
of  Iowa  since  1846.  A  glance  at  this  table  reveals  the  fiscal 
growth  of  our  State  government  from  the  beginning  of  its 
history.  The  biennial  period  1846-48  shows  a  State  levy  of 
$76,150.84,  a  total  available  revenue  of  $76,152.23,  and  total 
expenditures  of  $74,757.83,  leaving  a  balance  in  the  treasury 
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of  $1,394.40.  The  revenue  rapidly  increases  until  we  find 
in  the  biennium  1857-1859,  following  the  adoption  of  the 
Constitution  of  1857,  a  State  levy  of  $763,350.57— more  than 
ten  times  as  large  as  that  levied  in  the  first  biennium.  The 
total  revenues  and  total  disbursements  are  found  to  rep- 
resent about  the  same  ratio  of  increase.  In  other  words, 
during  the  short  space  of  a  decade  the  revenues  of  Iowa  had 
increased  nearly  tenfold.  Those  who  complain  of  how  taxes 
have  increased  in  recent  years,  may  find  some  negative  com- 
fort in  this  fact. 

The  following  biennium  shows  a  slight  decrease,  due  in  a 
measure,  no  doubt,  to  the  general  depression  following  the 
crisis  of  1857.  By  the  biennium  1865-1867  the  State  levy 
passed  the  million  dollar  mark,  never  to  return  again.  One 
notes  the  phenomenal  increase  from  $1,067,819.18  to  $1,742,- 
793.55  during  the  period  from  1865  to  1869,  which  is  in- 
dicative of  the  return  of  prosperity  following  the  war.  This 
increase  is  nearly  equal  to  the  total  State  levy  for  the  bien- 
nium 1857-1859,  and  in  fact  is  more  than  the  levy  for  the 
following  biennium.  Beginning  with  1870  and  reading  down 
the  column  entitled  " State  Levy"  there  is  noted  a  gradual 
and  almost  constant  increase  for  two  decades.  A  sub- 
stantial falling  off  during  the  crisis  of  1893  is  apparent. 
The  decade  following  the  biennium  1895-1897  represents 
with  but  one  exception  a  constant  increase  until  in  the  last 
biennium  the  " State  Levy"  reached  the  sum  of  $4,054,- 
876.35.  Adding  "Special  Levies",  the  amount  was  $5,304,- 
450.60 — representing  the  total  receipts  from  counties. 

To  present  these  facts  in  another  form,  it  is  apparent 
that  the  increase  of  the  State  levy  during  the  forty  years 
following  the  biennium  1865-1867  was  fourfold,  and  adding 
* '  Special  Levies ' '  nearly  fivefold,  while  the  increase  during 
the  first  decade  of  our  history  as  a  State  was  nearly  ten- 
fold. To  those  whose  claim  to  statesmanship  consists  in 
advocating  the  pruning  down  of  requests  for  necessary 
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appropriations  this  comparison  contains  much  food  for 
thought.  In  this  connection  it  might  not  be  out  of  place  to 
suggest  that  the  real  pain  is  caused  not  by  high  State  taxes, 
but,  as  the  next  table  will  show,  by  vastly  higher  local  taxes. 

It  should  be  noted,  moreover,  that  the  $1,249,574.25  for 
the  biennium  1906-1908  represents  special  levies  for  the 
insane,  blind,  deaf,  feeble  minded,  orphans'  home,  and  in- 
ebriates, as  provided  for  by  special  statutes.  Beginning 
with  1868  insurance  taxes  have  been  paid  into  the  State 
treasury.317  These  taxes  increased  from  only  $14,920.09 
in  1867-1869  to  the  large  sum  of  $630,443.07  in  1906-1908. 
The  table  also  reveals  the  fact  that  for  some  years  tele- 
phone, telegraph,  and  express  companies  paid  their  taxes 
directly  into  the  State  treasury.318  No  data,  however,  ap- 
pears after  1900 — which  is  due  to  an  adverse  decision  of  the 
Supreme  Court,  followed  by  a  new  law  taxing  such  corpora- 
tions in  the  local  districts  of  Iowa  on  a  pro  rata  mileage 
basis,  the  same  as  railroads.319 

The  revenue  secured  from  fees,  which  became  an  im- 
portant item  about  1870,  reached  the  large  sum  of  $588,- 
955.08  in  the  last  biennium  as  collected  by  various  State 
inspectors,  boards,  and  other  officials.  Such  fees  are  not 
taxes  in  the  ordinary  sense  and  therefore  will  not  be  dis- 
cussed in  this  connection.  Nor  does  the  column  headed 
"Miscellaneous"  represent  taxes  in  any  large  measure.  It 
does  include,  however,  the  collateral  inheritance  tax  which 
will  be  considered  in  a  separate  chapter. 

In  conclusion,  attention  is  directed  to  the  breaking  away 
from  the  ordinary  State  levy,  which  began  about  1870.  In 
the  biennium  1867-1869  the  State  levy  was  $1,742,793.55,  and 
the  total  receipts  were  $1,757,713.64,  or  practically  the  same. 
In  marked  contrast  with  this,  it  is  seen  that  in  the  last  bien- 
nial period  there  was  an  ordinary  State  levy  of  $4,054,- 
876.35;  and  there  were  total  receipts  of  $7,247,078.01,  or 
nearly  double  the  amount.  The  force  of  this  comparison 
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will  be  partially  explained  in  the  chapters  below  dealing 
with  specific  problems  in  taxation.320 

Table  II  is  a  statement  showing  the  total  revenues  of 
Iowa,  State  and  local,  for  the  period  from  1873  to  1907. 
The  statement  includes  the  revenue  derived  from  ordinary 
taxes  alone,  not  including  fees.  By  comparing  the  data 
herein  presented  with  that  given  in  the  previous  table,  one 
is  able  to  judge  as  to  the  relative  importance  of  State  and 
local  revenues. 

TABLE  II 321 

TOTAL  REVENUES  OP  IOWA 
1873-1907 


YEAB  AMOUNT 

1873 $  9,360,451.79 

1874 9,647,408.07 

1875 ..  10,288,721.77 

1876 10,699,762.39 

1877 10,561,694.89 

1878 10,763,602.67 

1879 10,146,041.04 

1880 10,457,982. 14 

1881 11,183,576.21 

1882 12,201,493.69 

1883 13,261,251.27 

1884 13,978,912.62 

1885 14,430,547.40 

1886 14,953,060  65 

1887 14,278,817.31 

1888 14,732,286.34 

1889 15,483,328.74 

1890 15,663,974.05 


TEAS  AMOUNT 

1891 $16,043,081.44 

1892 16,889,671.34 

1893 18,297,497.54 

1894 18,497,483.76 

1895 18,785,907.49 

1896 18,584,429.67 

1897 18,353,994.81 

1898 18,692,480.60 

1899 18,891,742.78 

1900 19,726,789.80 

1901 20,600,044.23 

1902 22,542,580.45 

1903 26,657,913.68 

1904 25,693,643.33 

1905 26,061,977.03 

1906 26,333,163.31 

1907 27,550,669.84 


In  the  biennium  1871-73  the  total  State  levy  was  only 
$1,941,878.25.  Assuming  that  approximately  one-half  of 
that  sum  was  for  the  fiscal  year  ending  1873,  and  comparing 
this  amount  with  the  $9,360,451.79,  or  total  revenue  as 
shown  in  Table  II,  it  appears  that  the  State  revenue  rep- 
resents but  little  more  than  one-tenth  of  the  whole.  For 
1880  there  was  a  State  levy  of  about  one  million  dollars,322 
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as  compared  with  a  levy  for  State  and  local  purposes  of 
$10,457,982.14  in  the  same  year.  The  ratio  is  again  about 
ten  to  one.  In  1885  the  total  revenue  is  more  than  twelve 
times  the  State  levy;  in  1890  about  ten  times;  and  finally, 
in  1907  the  ratio  remains  approximately  the  same.  In  1907 
the  large  sum  of  $27,550,669.84  was  raised  in  Iowa  by  taxes ; 
and  of  that  amount  but  little  more  than  two  and  one-half 
millions  was  paid  into  the  State  treasury.  While  it  should 
be  stated  that  these  comparisons  are  not  exact,  they  are  sub- 
stantially accurate  and  represent  the  true  situation. 

The  conclusions  to  be  drawn  from  a  careful  study  of 
Tables  I  and  II  are  obvious.  Local  revenues  are  relatively 
far  more  important  than  State  revenues.  In  fact  for  every 
dollar  of  interest  we  have  in  fiscal  reform  from  the  stand- 
point of  the  State  government,  we  ought  to  have  ten  dollars 
from  the  standpoint  of  the  local  units.  We  hear  much  in 
these  later  days  of  the  inequalities  between  counties  in  the 
apportionment  of  State  taxes ;  but  we  think  too  little  of  the 
far  greater  and  more  important  inequalities  between  in- 
dividuals in  the  payment  of  both  State  and  local  taxes.  The 
fact  is  that  the  bulk  of  our  revenue  is  levied  and  expended 
by  the  localities ;  and  so,  if  uniform  and  efficient  assessment 
is  needed  for  the  State,  it  is  far  more  imperative  in  the  case 
of  towns,  townships,  cities,  and  counties. 

This  fact  was  perceived  and  understood  a  generation  ago 
by  Governor  Carpenter.  Referring  to  the  total  amount  of 
taxes  levied  ($11,267,562.13  for  1871,  and  $10,711,925.49  for 
1872)  he  pointed  out  that  "of  these  amounts  less  than  one- 
thirteenth,  or,  to  be  exact,  $1,606,716.94,  was  for  State  pur- 
poses. These  are  suggestive  tables,  and  worthy  of  con- 
sideration by  representatives  of  the  people.  They  indicate 
with  tolerable  clearness  l where  the  money  goes',  and  prove 
that  taxation  is  largely  —  almost  entirely  —  local  and  self- 
imposed;  and  that,  when  it  becomes  burdensome,  the 
remedy  is  at  the  source  of  the  evil. ' ' 323 
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A  table  representing  Iowa  State  budgets  for  the  period 
from  1873  to  1897,  prepared  by  Mr.  John  Herriott  (at  that 
time  Treasurer  of  State),  contains  additional  data  of  inter- 
est to  the  student  of  public  finance.  (See  Report  of  Treas- 
urer of  State,  1897,  pp.  24,  25.) 

" Iowa's  state  finances",  wrote  Mr.  Herriott,  "have  be- 
come the  subject  of  such  spirited  public  discussion  and  such 
interest  to  the  taxpayers  that  I  have  had  prepared  an  ex- 
tended table  giving  a  complete  exhibit  of  the  budgets  for 
twenty-four  years  past,  beginning  with  1873.  The  receipts 
for  taxes  and  their  disbursement  for  appropriations  are 
analyzed  and  classified,  as  far  as  practicable,  so  that  any 
citizen  can  see  at  a  glance  just  how  much  and  from  what 
source  the  state  has  obtained  the  revenue  necessary  to 
carry  on  its  governmental  machinery  and  work,  and  how 
much  and  in  what  direction  the  people's  money  has  been 
expended  during  any  fiscal  period  in  the  past  quarter  of  a 
century.  The  length  of  time  covered  represents  the  life  of 
a  political  generation  and  will  show  quite  accurately  the 
financial  operations  of  the  State  authorized  by  the  repre- 
sentatives of  the  people  and  superintended  by  the  officials 
of  her  civil  service.  It  is  only  when  we  are  able  to  view 
our  state  finances  in  retrospect  that  we  can  appreciate  the 
present  or  anticipate  the  future.  It  is  only  by  comparison 
of  the  present  with  the  past  that  we  can  intelligently  dis- 
cuss the  nature  and  relative  importance  of  the  expenditures 
of  to-day.  The  relative  growth  in  the  population,  wealth 
and  the  functions  of  government  should  all  be  studied  and 
compared. 

1 1  The  tabular  scheme  adopted  will,  I  trust,  make  manifest 
at  sight  from  what  general  source  every  dollar  of  public 
money  has  come  and  on  what  general  account  it  has  been 
paid  out.  Every  form  of  tax  is  separated  and  all  appropria- 
tions of  revenue  are  classified  so  far  as  can  be  from  the 
records  of  the  Treasury  Department.  Under  each  heading 
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are  given  the  biennial  and  duo  decennial  increase  or  de- 
crease of  taxes  and  disbursements  or  appropriations  to- 
gether with  the  same  for  the  whole  twenty-four  years,  both 
the  absolute  amount  in  dollars  and  the  percentage  of  in- 
crease or  decrease.  There  will  also  be  found  the  population 
and  wealth  for  the  twenty-four  years  for  use  in  comparison 
and  in  the  last  columns  at  the  right  of  the  table  will  be  found 
the  proportion  in  percentage  of  all  revenues  collected  from 
the  tax  payers  in  the  counties  and  what  has  been  obtained 
from  corporations  and  miscellaneous  sources;  also  what 
has  been  the  percentage  of  the  expenditures  appropriated 
by  the  Civil  Lists;  the  proportion  allotted  to  State  In- 
stitutions and  what  has  been  absorbed  in  the  Incidental  Ex- 
penses. It  is  to  be  regretted  that  the  taxes  received  from 
railroads  cannot  be  separated  from  the  remittances  of 
revenue  returned  from  the  counties,  but  they  are  indistin- 
guishable from  the  general  receipts.  If  those  inspecting  and 
comparing  the  several  showings  of  the  table  will  remember 
the  reasons  for  the  discrepancies  that  exist  between  the 
total  disbursements  and  the  total  appropriations  the  table 
will  need  neither  key  nor  guide. 

1  'Attention  should,  however,  be  directed  to  several  strik- 
ing facts  which  are  brought  out  in  the  table.  The  most 
remarkable  facts  are  those  shown  by  the  comparison  of  the 
growth  in  population,  wealth,  and  the  '  state  levy'.  Popu- 
lation increased  61  per  cent  in  the  twenty-four  years  and 
the  state  tax  levy  collected  in  the  counties  kept  about  even 
pace,  not  quite  keeping  up,  however,  reaching  60  per  cent ; 
while  the  wealth  of  Iowa  has  mounted  up  163  per  cent, 
nearly  three  times  the  increase  of  population  or  taxes  in 
the  same  time.  The  annual  per  capita  tax  sustained  by  the 
people  is  to-day  but  3  cents  greater  than  it  was  twenty-four 
years  ago,  calculated  upon  the  basis  of  the  state  levy,  while 
the  per  capita  taxes  measured  from  the  point  of  view  of  the 
total  of  all  taxes  shows  an  increase  from  69  cents  in  1873 


116  HISTORY  OF  TAXATION  IN  IOWA 

up  to  99  cents  in  1897.  Consequently  the  increase  of  30 
cents,  as  it  is  not  shown  in  the  state  levy,  must  have  come 
from  corporations  and  miscellaneous  sources.  This  is 
further  proved  by  the  percentages  of  increase  for  the  first 
twelve  years  and  for  the  second  twelve.  The  state  levy  is 
26.4  per  cent  in  the  first  twelve  years  and  16.6  per  cent, 
nearly  one-half  less,  in  the  second ;  whereas  there  are  very 
marked  increases  in  the  revenue  from  the  corporate  and 
miscellaneous  sources.  Finally,  the  state  levy  has  increased 
but  60  per  cent  and  the  total  taxes  have  nearly  doubled, 
they  being  116.3  per  cent  greater  between  1895-97  than  in 
the  fiscal  period  of  1873-75. 

"Part  II  of  the  table,  giving  the  appropriations,  will 
prove  equally  interesting  and  instructive.  The  total  for  the 
Civil  List  shows  an  increase  in  both  the  twelve-year  periods ; 
and  the  same  is  true  for  the  Judiciary  and  the  Legislature. 
In  the  latter  instance,  however,  the  extra  session  of  the 
Twenty-sixth  General  Assembly  explains  the  decided  in- 
crease in  its  expense.  The  decline  in  the  increase  of  the 
cost  of  the  state  offices  is  over  86  per  cent,  i.  e.  from  101.8 
per  cent  in  the  first  twelve  years  to  15.5  per  cent  in  the  last 
twelve.  The  total  appropriations  for  state  institutions 
show  an  increase  in  both  the  twelve  year  periods.  There  is 
a  decrease,  however,  in  the  case  of  all  institutions  except 
the  charitable,  in  the  second  twelve  years.  The  largest  in- 
crease of  state  appropriations  for  any  one  class  of  institu- 
tions in  the  twenty-four  years  has  been  for  educational  in- 
stitutions. Incidental  expenses  show  proportionately  larger 
by  far  in  the  first  twelve  years  than  during  the  second. 
Sundries,  it  will  be  seen,  fall  off  greatly ;  this  was  due  to  the 
fact  that  the  cost  of  building  the  capitol  is  included  in  the 
first  seven  fiscal  periods. 

"The  last  columns  on  the  right  of  both  tables  should  be 
noted.  In  1873-75  county  tax  payers  contributed  91.5  per 
cent  of  all  taxes,  and  corporations,  etc.,  8.5  per  cent;  in 
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1895-97  the  counties  paid  86.9  per  cent  and  corporations 
13.1  per  cent,  a  lessening  in  the  twenty-four  years  of  4.6 
per  cent  of  the  relative  share  of  tax  burdens  sustained  by 
the  people. 

"The  columns  in  Part  II  showing  the  relative  amounts 
allotted  to  various  expense  accounts  of  the  state  govern- 
ment exhibit  the  fact  that  the  Civil  List  cost  less  propor- 
tionately during  1895-97  than  twenty-four  years  ago;  that 
Incidental  Expenses  took  30.8  per  cent  of  all  the  appropria- 
tions in  1873-75,  and  only  10.5  in  the  last  period ;  and  that 
with  one  exception  the  Incidental  Expenditures  of  the  State 
of  Iowa  were  relatively  less  during  the  period  just  closed 
than  in  any  other  in  the  past  quarter  of  a  century.  The 
column  that  shows  where  the  increasing  proportion  of  the 
people's  money  has  gone  is  the  second  one  of  that  group, 
State  Institutions.  It  shows  almost  a  steady  increase  from 
52.6  per  cent  of  all  appropriations  in  1873-75  up  to  73  per 
cent  of  all  authorized  expenditures  in  1895-97.  "324 

Table  III325  gives  data  relative  to  population  and  as- 
sessed valuation.  Both  the  total  and  the  per  capita 
assessed  valuation  is  given.  In  1856,  when  Iowa  was  for 
the  most  part  a  pioneer  State  with  a  population  of  517,875, 
the  assessed  valuation  was  $164,394,413,  or  $317.44  per 
capita.  In  1875  when  the  population  had  reached  1,350,553, 
the  per  capita  assessed  valuation  had  fallen  to  $293.52 ;  but 
in  1885,  with  a  population  of  1,753,980,  there  is  a  per  capita 
assessed  valuation  of  only  $279.17.  Finally,  the  per  capita 
assessed  valuation,  which  in  1857  reached  the  large  sum  of 
$373.13,  was  only  $241.83  in  1900. 

Speaking  of  this  relation  between  growth  of  population 
and  increase  of  assessed  valuation,  the  Auditor  of  State  in 
1885  says  that  "the  total  equalized  valuation  of  property 
as  before  stated,  is  $489,660,081.  That  this  figure  very  in- 
adequately represents  the  wealth  of  the  state  needs  no 
argument  to  establish.  It  is  palpable.  No  observing  person 
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will  contend  that  the  state's  growth  in  population,  until  it 
now  contains  one  and  three-quarter  millions  of  people  within 
its  borders,  has  not  been  accompanied  with  a  much  greater 
increase  in  wealth,  both  acquired  and  productive.  Yet  the 
figures  of  the  assessors  would  indicate  far  otherwise.  .  .  . 
These  figures  show  that,  while  the  population  of  the  state 
has  increased  in  the  last  twenty-nine  years  238  per  cent, 
the  assessed  valuation  of  property  has  been  raised  only 
198  per  cent".326  As  indicated  by  the  data  given  for 
1890  and  1900 327  the  contrast  had  become  even  more 
striking. 

TABLE  III 

TOTAL  AND  PER  CAPITA  ASSESSED  VALUATION 

ASSESSED        VALUATION 
TKABS  POPULATION        VALUATION       PEE  CAPITA 

1856 617,875  1164,394,418  $817.44 

1857 662,930  210,044,533  373.13 

1859 641,628  197,823,350  308.31 

1861 685,713  177,244,316  251.19 

1863 701,093  167,108,974  238.35 

1865 756,427  216,063,401  284.31 

1867 902,317  256,517,184  284.28 

1869 1,045,025  294,532,252  281.84 

1871 1,217,900  348,642,728  286.26 

1873 1,251,340  369,124,912  294.98 

1875 1,350,553  395,423,140  293.52 

1877 1,445,900  404,670,044  279.87 

1879 1,641,000  405,641,397  262.14 

1881 1,660,000  419,102,728  252.47 

1883 1,700,000  463,824,466  272.83 

1885 1,753,980  489,660,081  279.17 

1890 1,911,896  523,861,858  273.47 

1900 2,231,853  539,737,596  241.83 

Table  IV 328  showing  the  reported  assessment  of  various 
forms  of  property,  together  with  the  total  equalized  assess- 
ment of  the  State  for  the  period  from  1870  to  1908,  affords 
a  more  complete  basis  for  the  study  of  assessed  valuations. 
This  table  gives  the  reported  actual  value  of  lands  and  town 
lots,  the  reported  and  equalized  taxable  value  of  such  lands 
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and  town  lots,  and  finally  the  equalized  taxable  value  of 
personal  property,  railroad  property,  telegraph  and  tele- 
phone properties,  and  the  taxable  value  of  express  com- 
panies. The  net  equalized  taxable  value  of  the  State  is  ob- 
tained by  reading  to  the  right,  beginning  with  the  ''net 
equalized  taxable  value  of  lands  and  town  lots." 

Up  to  the  time  of  the  enactment  of  the  Code  of  1897  the 
actual  value  of  lands  and  town  lots  as  given  in  Table  IV 
was  synonymous  with  the  taxable  value  of  such  lands  and 
town  lots.  In  1897  those  who  were  responsible  for  the 
revision  of  the  code,  recognizing  that  property  was  actually 
being  assessed  and  taxed  at  about  one-fourth  of  its  value, 
concluded  that  such  a  ratio  should  be  enacted  into  law  and 
made  a  part  of  the  new  code.329  Accordingly,  this  clause 
was  inserted:  "All  property  subject  to  taxation  shall  be 
valued  at  its  actual  value,  which  shall  be  entered  opposite 
each  item,  and  shall  be  assessed  at  twenty-five  per  cent  of 
such  actual  value".330 

It  was  thought  at  the  time  that  taxpayers  would  be  more 
inclined  to  give  in  the  full  value  of  their  property  if  it  was 
known  that  they  would  be  taxed  on  only  one-fourth  of  such 
value.  This  may  be  true,  but  it  is  none  the  less  difficult  for 
one  to  understand  the  distinction  between  four  times  one 
and  one  times  four  either  in  the  realm  of  mathematics  or 
of  taxation.  Other  conditions  being  equal,  if  the  assess- 
ment is  doubled  the  rate  will  be  only  one-half  as  great.  The 
benefit  to  be  derived  from  such  a  provision  is,  to  say  the 
least,  questionable.  It  certainly  has  a  tendency  to  inflate 
tax  rates  which  always  makes  a  bad  impression  from  the 
standpoint  of  non-residents  coming  into  the  State. 

Referring  again  to  Table  IV  it  is  seen  that  the  total  as- 
sessed valuation  of  the  State  has  increased  from  $294,532,- 
252  in  1870  to  $409,819,020  in  1880,  $523,862,858,  in  1890, 
$539,737,596  in  1900,  and  finally  to  $667,668,233  in  1908.  On 
the  whole,  the  increase  has  been  gradual  and  in  fact  quite 
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constant.  Exceptions  to  this  rule  are  to  be  found  in  the 
years  1878,  1894-1899,  and  1905.  But  it  should  be  noted 
that  the  period  from  1894  to  1899  reveals  a  uniform  assessed 
valuation  much  higher  than  that  of  1892,  thus  showing  an 
increase  rather  than  a  decrease  for  the  decade  beginning  in 
1890. 

One  other  general  fact  in  Table  IV  should  be  considered, 
namely,  the  results  of  the  twenty-five  per  cent  ratio  of  as- 
sessed to  actual  value  as  provided  in  the  Code  of  1897.  In 
1899  the  reported  actual  value  of  lands  and  town  lots  is 
nearly  four  times  as  great  as  in  1898.  As  a  logical  result  of 
this  condition  there  is  a  small  decrease  in  the  total  assessed 
valuation  of  1899  as  compared  with  that  of  1898.  This, 
however,  merely  indicates  a  continuation  of  the  decline 
which  began  in  1894.  In  other  words,  reading  down  the 
column  giving  total  assessed  valuation  the  same  gradual 
increase  is  found  between  1898  and  1908  as  between  1870 
and  1898.  The  twenty-five  per  cent  ratio  has  no  effect  on 
this  column.  On  the  other  hand,  the  actual  value  of  lands 
and  town  lots  is  approximately  four  times  as  great  after 
1898,  or  four  times  the  assessed  valuation  as  provided  by 
law.  It  is  apparent,  therefore,  that  what  was  actually  done 
in  1897  was  to  leave  the  assessed  valuation  just  as  it  was  — 
legally  recognizing,  however,  that  such  valuation  was  about 
one-fourth  of  what  it  should  be,  that  is,  one-fourth  of  the 
actual  value.  To  put  this  same  thought  in  another  form, 
the  General  Assembly  in  passing  the  Code  of  1897  formally 
enacted  into  law  the  administrative  failure  of  the  general 
property  tax  by  declaring  that  it  was  only  twenty-five  per 
cent  of  a  success.331 

The  full  meaning  of  these  statements  becomes  apparent 
when  we  examine  the  Federal  census  reports  and  compare 
the  total  taxable  value  therein  contained  with  the  total  as- 
sessed valuation  as  found  in  Iowa  reports.  The  estimated 
true  value  of  all  taxable  property  as  given  in  the  United 
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States  census  reports  is  as  follows :  in  1850,  $23,714,638 ;  in 
1860,  $247,338,265;  in  1870,  $574,115,800;  in  1880,  $1,721,- 
000,000  (taxable  and  exempt);  in  1890,  $2,226,117,151;  in 
1900,  $3,271,559,959;  and  in  1904,  $3,943,314,927.332 

Contrast  these  figures  with  the  total  assessed  valuation 
as  given  in  Tables  III  and  IV.  The  assessed  valuation  of 
the  State  in  1850 333  was  $22,623,334 334  as  compared  with 
the  "estimated  true  value"  of  $23,714,638.  By  1860  the 
assessed  valuation  was  approximately  $185,000,000,335  as 
compared  with  the  "estimated  true  value"  of  $247,338,265. 
In  1870  the  assessed  valuation  was  $294,532,252,  as  com- 
pared with  "estimated  true  value",  $574,115,800.  Follow- 
ing this  date,  the  contrast  rapidly  becomes  greater :  in  1880, 
assessed  valuation  $409,819,020,  "estimated  true  value" 
$1,721,000,000;  in  1890  assessed  valuation  $523,862,858, 
"estimated  true  value"  $2,226,117,151;  in  1900,  assessed 
valuation  $539,737,596,  "estimated  true  value"  $3,271,559,- 
959;  and  finally,  in  1904,  assessed  valuation  $642,445,336, 
"estimated  true  value"  $3,943,314,927.336 

To  speak  mildly,  this  data  is  significant.  While  not  ab- 
solutely accurate,  it  reveals  fairly  well  the  true  condition 
of  affairs.  When  the  Code  of  1851  was  enacted,  which  as 
has  already  been  stated337  contains  the  fundamental  out- 
lines of  the  Iowa  revenue  system  of  to-day,  the  assessed 
value  was  nearly  equal  to  the  true  value.  In  other  words, 
our  revenue  system  at  that  time  was  fairly  well  suited  to 
the  pioneer  conditions  which  prevailed.  It  was  nearly  one 
hundred  per  cent  of  a  success.  In  1860,  the  date  of  the 
Revision,  the  revenue  system  was  still  about  ninety  per 
cent  of  a  success.  In  1870,  shortly  before  the  Code  of  1873 
was  enacted  and  about  the  time  that  agitation  was  earnestly 
demanding  specific  forms  of  taxation,  we  find  that  the  as- 
sessed value  is  fifty  per  cent  of  the  "estimated  true  value". 
Ten  years  later,  the  results  are  even  more  startling.  After 
the  Code  of  1873  had  verbally  perfected  the  scheme  of 
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assessment,  and  a  number  of  specific  forms  of  taxation  had 
been  introduced,  the  assessed  value  is  less  than  twenty-five 
per  cent  of  the  "estimated  true  value".  By  1890  the  ratio 
had  not  materially  changed.  In  1900  and  again  in  1904, 
however,  the  general  property  tax  as  administered  in  Iowa 
had  become  so  much  of  a  failure  that  there  existed  an  as- 
sessed value  of  about  one-sixth  of  the  "estimated  true 
value".  As  already  explained,  the  legislation  of  1897  mak- 
ing the  assessed  value  of  twenty-five  per  cent  of  a  "fictitious 
actual  value"  does  not  change  this  conclusion.  The  Code  of 
1897  merely  recognized  by  this  provision  the  failure  of  the 
general  property  tax,  and  incidentally  advertised  an  ex- 
orbitant tax  rate  of  seven  to  ten  per  cent.  In  a  word,  the 
system  of  assessment,  as  has  been  statistically  demon- 
strated, was  fairly  successful  from  1850  to  1860.  By  1870 
it  began  to  show  a  real  decline.  In  1880  it  was  twenty-five 
per  cent  of  a  success  —  in  other  words,  a  failure.  Finally, 
when  the  Code  of  1897  was  enacted  it  was  worse  than  a 
failure  —  a  fact  which  the  General  Assembly  endeavored  to 
conceal  by  a  statutory  subterfuge.  The  reform  impera- 
tively demanded  at  that  time  was  efficient  fiscal  administra- 
tion, which  means  efficient  assessment.  But  nothing  of  the 
kind  was  accomplished. 

Having  examined  somewhat  in  detail  the  amount  of 
taxes,  both  State  and  local,  collected,  and  the  aggregate 
assessment  of  Iowa  property,338  we  are  now  in  a  position  to 
investigate  that  most  vital  and  fundamental  of  all  fiscal 
questions,  uniformity  of  assessment.  Manifestly,  if  all  tax- 
payers were  assessed  at  the  same  proportionate  rate,  it 
would  make  little  difference  whether  the  rate  was  at  ten  per 
cent,  twenty-five  per  cent  or  one  hundred  per  cent  of  the 
true  value  of  property.  The  lower  the  assessment,  the 
amount  of  tax  remaining  the  same,  the  higher  would  be  the 
rate,  and  vice  versa.  We  would  have  an  interchanging  of 
multiplier  and  multiplicand — a  rather  harmless  process,  but 
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TABLE  V339 
AVERAGE  TAXABLE  VALUES  OP  LIVE  STOCK 
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one  which  was  never  known  to  solve  any  tax  problems.  But 
when  one  person  is  assessed  at  ten  per  cent  of  the  true 
value  of  his  property,  another  person  at  twenty-five  per 
cent,  a  third  at  fifty  per  cent,  a  fourth  at  one  hundred  per 
cent,  and  a  fifth  at  two  hundred  per  cent,  there  exists  a  real 
injustice  under  the  forms  of  law  which  ought  not  to  be 
tolerated  in  a  democratic  State.  Yet  these  are  conditions 
quite  general  throughout  our  country,  and  Iowa  offers  no 
exception  to  the  rule.  The  inequalities  under  consideration 
may  be  considered  as  threefold:  first,  inequalities  between 
counties  in  the  payment  of  State  taxes ;  second,  inequalities 
between  local  taxing  districts  in  the  payment  of  county  and 
State  taxes;  and  third,  inequalities  between  individuals  in 
bearing  the  burden  of  taxation,  both  State  and  local. 

Tables  V  and  VI  show  conditions  relative  to  the  assess- 
ment of  live  stock.  Table  VI  deals  directly  with  inequalities 
between  counties.  Table  V  moreover  reveals  the  rapidly 
declining  efficiency  of  the  whole  assessment  system.  Here 
it  is  seen,  for  example,  that  the  average  taxable  value  of  cat- 
tle declined  from  $12.87  in  1870  to  $10.48  in  1880 ;  to  $7.11  in 
1890;  to  $7.09  in  1900;  and  finally  to  $5.11  in  1908.  In  other 
words,  the  average  value  of  cattle  in  1908  was  about  forty 
per  cent  of  what  it  was  in  1870,  if  we  are  to  form  our  judg- 
ment from  the  assessment  roll.  The  taxable  value  of  horses 
also  declined  from  $42.67  in  1870  to  $16.61  in  1908,  the  lowest 
point,  $8.94  being  reached  in  1898.  Mules  which  were  as- 
sessed at  $50.18  in  1871  declined  in  value  at  about  the  same 
ratio.  An  assessment  roll  mule  was  worth  $36.62  in  1880. 
$28.80  in  1890,  $9.39  in  1898,  and  $18.83  in  1908.  Swine 
listed  at  $3.09  in  1870  had  an  assessed  value  of  only  $1.21  in 
1908.  The  table  considered  as  a  whole  reveals  the  rapid  fail- 
ure of  the  general  property  tax  since  1870  from  the  stand- 
point of  administration  and  incidentally  pays  a  compliment 
to  scientific  stock  raising  in  Iowa. 

Table   VI   requires   only   a  brief  comment.    It  is  self- 
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explanatory,  and  he  who  runs  may  both  read  and  under- 
stand. As  shown  by  this  table  the  assessed  value  of  cattle 
was  as  follows:  Adair  County,  $6.96;  in  Calhoun  County, 
$5.11;  in  Clarke  County,  $9.05;  in  Des  Moines  County, 
$10.45;  and  in  Wright  County,  $4.66.  The  assessed  value 
of  horses,  mules,  sheep,  and  swine  reveals  the  same  in- 
equalities. It  would  be  instructive,  for  example,  to  know 
what  breed  of  swine  was  raised  at  that  time  in  Sioux 
County,  where  the  assessed  value  was  only  fifty-four  cents, 
as  compared  with  Webster  County  where  the  assessed  value 
was  $4.00.  The  same  conditions  prevail  to-day  —  and  in 
fact  prevailed  before  1893. 

In  his  report  for  1885  the  Auditor  of  State  writes  that 
"the  valuation  of  cattle  ranges  from  $18.32  a  head  in  Davis 
county,  and  $15.47  in  Appanoose  county,  to  $6.14  in  Winne- 
shiek  and  $6.46  in  Lyon;  that  of  horses,  from  $43.20  in 
Davis,  and  $42.78  in  Mills,  to  $15.85  in  Lyon  and  $15.95  in 
O'Brien;  that  of  mules,  from  $53.88  in  Mills,  and  $51.32  in 
Page,  to  $16.62  in  Lyon  and  $16.98  in  O'Brien;  that  of  sheep, 
from  $2.01  in  Pocahontas,  and  $1.53  in  Linn  and  Monroe,  to 
41  cents  in  Palo  Alto  (adjoining  Pocahontas),  and  47  cents 
in  Lyon;  and  that  of  swine,  from  $4.30  in  Van  Buren  and 
$4.23  in  Davis,  to  62  cents  in  Carroll  and  30  in  O'Brien!?'341 
Manifestly,  such  inequalities  ought  not  to  exist  in  Iowa. 
They  indicate  radical  and  fundamental  defects  in  the  ad- 
ministration of  our  fiscal  system.  The  remedy  is  more 
efficient  administration,  not  more  laws. 

Turning  now  to  the  assessed  value  of  land  as  compared 
with  the  actual  sale  value,  the  same  inequalities  are  found 
to  exist.  On  May  3rd,  1909,  the  Secretary  of  the  Executive 
Council  addressed  the  following  letter  to  all  County 
Auditors : 

The  Executive  Council  having  determined  that  it  is  desirable  that 
data  be  gathered  relative  to  the  actual  value  of  lands  and  other 
property  in  the  several  counties  of  the  State,  I  am  directed  by  the 
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Governor  to  request,  under  the  authority  of  Section  544  of  the 
Code,  that  you  furnish  during  the  current  month  a  list  of  lands  that 
have  been  conveyed  in  your  county  between  the  dates  May  1st,  1908, 
and  May  1st,  1909,  by  deeds  representing  the  real  sale  value  thereof 
together  with  the  actual  values  placed  upon  the  same  by  the  several 
assessors  and  as  equalized  by  the  township  and  county  boards  of 
equalization. 

In  selecting  the  tracts  endeavor  to  select  tracts  from  each  town- 
ship of  the  county  if  possible.  Select  tracts  of  160  acres  or  more  in 
preference  to  smaller  tracts  and  in  no  case  select  tracts  of  less  than 
40  acres.  Do  not  report  more  than  six  (6)  descriptions  in  the  same 
township,  nor  more  than  an  average  of  three  for  all  the  townships 
of  the  county.  Discard  transfers  based  on  contracts  made  prior  to 
1908,  where  you  can  determine  the  fact  from  the  conveyance  or 
from  information  in  your  possession.  Discard  quit  claim  deeds  and 
all  other  deeds  that  for  any  reason  do  not  represent  the  actual  value 
or  present  value.  With  this  letter  will  be  sent  a  printed  form  for 
the  land  transfers. 

The  letter  requires  no  explanation.  The  data  obtained 
from  the  county  auditors  and  tabulated  by  the  Secretary 
of  the  Executive  Council  appears  in  Table  VII.  To  be  sure 
this  data  is  obviously  incomplete  and  open  to  criticism;  at 
the  same  time  it  represents  fairly  well  the  actual  conditions 
now  prevailing  in  Iowa.  The  table  gives  the  equalized  value 
per  acre  for  1903,  1907,  and  1909;  the  value  of  lands  re- 
ported transferred  in  1902  and  1908 ;  the  actual  value  placed 
on  the  same  tracts  for  taxation  in  1903  and  1909;  and 
finally,  the  per  cent  of  assessed  value  to  sale  value  in  1903 
and  1909. 

Attention  is  directed  especially  to  the  columns  giving  the 
ratio  of  assessed  to  actual  sale  value.  In  1903  the  ratio 
was  as  follows  in  selected  counties:  Adair,  63  per  cent; 
Adams,  87  per  cent;  Appanoose,  91  per  cent;  Cass,  74  per 
cent;  Davis,  95  per  cent;  Henry,  98  per  cent;  Monona,  65 
per  cent ;  Polk,  93  per  cent ;  Warren,  100  per  cent ;  and  Win- 
nebago,  116  per  cent.  In  the  same  list  of  counties  the  ratio 
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of  assessed  to  actual  sale  value  was  as  follows  in  1909: 
Adair,  52  per  cent;  Adams,  52  per  cent;  Appanoose,  75  per 
cent;  Cass,  47  per  cent;  Davis,  78  per  cent;  Henry,  54  per 
cent;  Monona,  52  per  cent;  Polk,  57  per  cent;  Warren,  69 
per  cent;  Winnebago,  56  per  cent.  In  every  case  a  falling 
off  is  noted,  and  in  some  cases  there  is  a  marked  decrease. 
It  should  be  understood  that  these  figures  are  by  no  means 
accurate.  Every  one  knows  that  the  assessed  value  is  not 
116  per  cent  of  the  true  value  in  any  county  of  Iowa.  In 
fact  the  writer  is  convinced  that  careful  research  would 
show  that  it  does  not  reach  100  per  cent.  The  above  data 
is  therefore  at  best  merely  suggestive ;  and  it  is  only  when 
all  the  counties  of  the  State  are  included,  thus  balancing  the 
inaccuracies,  that  a  conclusion  of  substantial  value  is 
reached. 

The  fact  that  the  general  average  thus  obtained  for  the 
ninety-nine  counties  gives  a  fairly  trustworthy  impression 
of  actual  conditions  is  apparent  from  an  examination  of 
Table  VIII,  and  also  the  data  given  for  Story  County.  The 
general  average  for  1909  according  to  Table  VII  was  55  per 
cent  as  compared  with  51.56  per  cent  for  the  group  of 
counties  represented  in  Table  VIII,  and  52.52  per  cent  for 
Story  County.  Another  significant  fact  is  that  more  than 
three-fourths  of  the  counties  show  an  assessed  valuation 
ranging  from  forty  to  sixty  per  cent  of  the  actual  value  in 
1909.  The  general  average  of  80  per  cent  for  1903  is  ob- 
viously too  high. 

Table  VIII  was  prepared  by  Mr.  T.  A.  Polleys,  Tax  Com- 
missioner of  the  Chicago,  St.  Paul,  Minneapolis  and  Omaha 
Eailroad.  It  gives  numbers  of  acres  sold,  average  price 
per  acre  for  1907,  1908,  and  1909;  average  actual  assessed 
value  per  acre  for  1909;  and  finally  the  ratio  of  assessed 
value  to  sale  price  for  the  three  years.  Again  this  data 
is  by  no  means  accurate  or  complete,  but  it  is  none  the  less 
suggestive  of  conditions  which  everyone  knows  to  exist.  At- 
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tention  is  directed  to  the  following  percentages  of  assessed 
to  actual  sale  value:  Woodbury,  50.47  per  cent;  Plymouth, 
49.40  per  cent;  Sioux,  49.14  per  cent;  O'Brien,  52.35  per 
cent;  Osceola,  56.60  per  cent;  and  Lyon,  53.81  per  cent,  thus 
making  a  general  average  of  51.56  per  cent.  The  per- 
centages for  the  same  counties  as  given  in  Table  VII  are 

TABLE  VIII343 
RATIO  OF  ASSESSED  TO  SALE  VALUES  IN  SELECTED  COUNTIES 


1907 

1908 

1909 

Total  1907-09 

-3% 

•o  s> 

8 

8 

8 

V 

a 

•H  20 

0    0«2    M 

•c 

•c 

•c 

•c 

y  «  ^ 

rfl     r*     O     1> 

COUNTY 

£ 

£ 

01 

a, 
«S 

V) 

£ 

£ 

<"£ 

»> 

£ 

£ 

«£ 

^  rt 

«>.S 

^o'|^ 

o 

00  o 

o 

a 

OOo 

o 

00  o 

ill 

°  *"  u  £ 

•2 

>   0 

•2 

It 

ll 

|| 

•2 

12 

llss 

Woodbury 

13,192 

$60.04 

9,154 

$60.89 

8,932 

$67.89 

31,278 

$65.01 

$32.81 

50.47 

Plymouth 

21,999 

68.94 

21,588 

73.91 

17,462 

85.13 

61.049 

76.24 

38.04 

49.40 

Sioux  

23,285 

81.15 

17,817 

85.85 

12,582 

91.91 

53,684 

85.08 

41.81 

49.14 

O'Brien.... 

13,544 

70.66 

14,857 

76.38 

11  ,575 

79.80 

39,976 

75.04 

39.28 

52.35 

Osceola  

15,689 

59.78 

12,100 

64.53 

8,192 

62.43 

36,981 

61.26 

34.67 

56.60 

Lyon  

20,194 

67.43 

14,056 

71.11 

8,920 

81.18 

43,170 

71.31 

38.37 

53.81 

GROUP.  .  .  . 

107,903 

69.09 

89,572 

73.66 

67,663 

79.92 

265,138 

73.40 

37.98 

51.56 

1 

Statistics  compiled  by  Hon.  T.  A.  Polleys,  Tax  Commissioner  of  Chicago,  St.  Paul,  Minn., 
and  Omaha. 

the  following:  Woodbury,  51  per  cent;  Plymouth,  47  per 
cent;  Sioux,  53  per  cent;  O'Brien,  49  per  cent;  Osceola,  54 
per  cent;  Lyon,  61  per  cent,  making  a  general  average  of 
52.5  per  cent.  It  is  significant  to  note  that  while  the  per- 
centage of  individual  counties  varies,  the  general  average 
not  only  remains  almost  the  same  but  is  practically  a  con- 
stant quantity  for  the  State  at  large.  In  other  words,  it  is 
quite  apparent  that  the  agricultural  lands  of  Iowa  are  now 
assessed  at  about  one-half  of  their  actual  sale  value,  which, 
considered  in  the  concrete,  means  that  land  now  having  a 
sale  value  of  $100  per  acre  is  valued  on  the  assessment  roll 
at  $50  and  taxed  at  $12.50  per  acre.  This,  it  should  be  under- 
stood, is  descriptive  of  assessment  in  the  aggregate  and 
not  of  individual  assessments. 


Assessment  data  for  Story  County  was  collected  under 
the  supervision  of  Professor  B.  H.  Hibbard  of  the  Iowa 
State  College.  Here  a  thorough  study  was  made  —  perhaps 
the  most  thorough  that  has  been  made  for  any  county  of  the 
State.  The  investigation  covered  the  years  from  1905  to 
1909,  inclusive,  and  included  seven  hundred  farm  sales  and 
two  hundred  ninety-three  city  sales.  In  each  case  the  selling 
value  was  compared  with  the  average  of  two  assessedvalues, 
one  before  and  the  other  following  the  sale.  Doubtful  sales 
were  omitted  as  far  as  possible.  The  results  of  this  in- 
vestigation showed  a  ratio  of  assessed  to  sale  value  of  52.52 
per  cent  for  farm  sales  and  60.5  per  cent  for  city  sales.  The 
ratio  of  52.52  per  cent  for  farm  lands,  which  alone  can  be 
compared  with  the  data  given  in  Table  VII,  is  nearly  the 
same  as  the  general  average  (55  per  cent)  of  said  table,  but 
is  higher  by  5.52  per  cent  than  the  ratio  there  given  for 
Story  County.  In  other  words,  the  investigations  scientif- 
ically made  for  Story  County  substantiate  the  general  con- 
clusions drawn  from  Tables  VII  and  VIII. 

Such  are  the  revelations  of  an  examination,  historical  and 
critical,  of  the  statistics  of  assessment  and  taxation  in  Iowa. 
This  study,  however,  would  be  incomplete  and  would  fail  to 
give  a  correct  impression  of  the  defects  in  our  revenue  sys- 
tem if  we  neglected  to  note  at  least  one  important  fact  not 
revealed  in  the  tables.  Indeed,  it  is  not  too  much  to  say  that 
the  most  vital  criticism  of  Iowa's  assessment  remains  to  be 
stated,  namely:  the  gross,  one  is  almost  tempted  to  say 
criminal,  inequalities  of  assessment  that  exist  between  in- 
dividuals. 

It  is  interesting  to  know  that  the  average  assessed  value 
of  horses  in  one  county  is  ten  dollars,  and  in  another  county 
forty  dollars.  It  helps  one  in  understanding  the  defects  of 
our  revenue  system,  if  he  learns  that  sheep  and  swine  of 
the  same  grade  or  class  are  assessed  on  an  average  three 


140  HISTORY  OF  TAXATION  IN  IOWA 

times  as  high  in  one  county  as  in  another.  One  should  also 
study  the  percentage  of  assessed  to  true  value  of  land  in 
the  various  counties.  The  fact  that  one  county  reveals  a 
general  average  of  75  per  cent,  a  second  60  per  cent,  and  a 
third  45  per  cent  throws  some  light  on  the  administration 
of  our  fiscal  system. 

But  when  all  is  said  along  this  line  an  understanding  of 
these  facts  forms  but  an  avenue  of  approach  to  a  considera- 
tion of  that  most  fundamental  of  all  the  defects  in  our 
revenue  system,  namely,  inequalities  of  assessment  as  be- 
tween individuals.  It  is  quite  impossible  to  make  a  critical 
study  of  such  inequalities  in  this  connection.  To  do  this 
would  be  an  important,  perhaps  the  first,  duty  of  a  tax  com- 
mission. Here  only  a  statement  of  the  problem  will  be  un- 
dertaken. 

The  honorary  Ohio  Tax  Commission  mentions  the  follow- 
ing inequalities  as  between  individuals:  first,  inequalities 
between  the  owners  of  real  and  personal  property;  second, 
inequalities  among  the  owners  of  personal  property;  third, 
inequalities  among  the  owners  of  real  estate;  fourth,  in- 
equalities between  the  owners  of  real  estate  and  personal 
property,  and  owners  of  corporate  property;  and  fifth,  in- 
equalities among  corporations.  Concluding  their  considera- 
tion of  this  subject,  the  commission  says:  "We  have  found 
that  the  general  property  tax  is  a  failure  for  purposes  either 
of  revenue  or  equality;  that  more  than  half  of  the  total 
wealth  of  the  state  in  tangible  property  alone  escapes  tax- 
ation; that  of  intangible  property,  such  as  moneys  and 
credits,  stocks  and  bonds,  subject  to  taxation  under  our 
laws,  not  ten  per  cent,  perhaps  not  even  five  per  cent,  is 
listed  on  the  duplicates".344 

The  Minnesota  Tax  Commission  in  its  preliminary  report 
held  that  "the  evils  of  the  general  property  tax  center  in 
the  process  of  assessment".345  The  same  commission,  re- 
porting later  concerning  inequalities  between  individual 
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parcels  of  land,  said:  "The  discussion  of  inequalities  be- 
tween individual  parcels  of  land  resolves  itself  into  the 
consideration  of  the  shortcomings  of  local  assessors.  In 
different  parts  of  the  state  great  variances  will  be  found 
in  assessments,  running  from  5%  of  true  value  to  300 %."346 

After  more  than  ten  years  of  investigation,  the  Wisconsin 
Tax  Commission  has  reached  the  same  conclusion.  In  fact 
all  authorities  on  taxation  agree  that  inequalities  of  as- 
sessment which  in  the  last  analysis  refer  to  inequalities  be- 
tween individual  property  owners,  constitute  the  most  vital 
defect  of  the  general  property  tax. 

This  principle  may  be  illustrated  by  concrete  examples. 
Two  persons,  A  and  B,  live  in  the  same  taxing  district.  Each 
owns  $25,000  worth  of  land.  A's  land  is  assessed  at  $10,000 
or  40  per  cent  of  the  actual  value.  B's  land  is  assessed  at 
$20,000  or  80  per  cent  of  the  actual  value.  In  each  case  the 
rate  of  taxation  is  the  same.  A  pays  $100  in  taxes,  and  B 
pays  $200  on  the  same  amount  of  property  and  under  the 
same  conditions.  Two  other  persons,  A  and  B,  hold  equal 
amounts  of  property,  and  are  taxed  at  the  same  rate.  A 
owns  $10,000  worth  of  land  and  pays  taxes  on  $8,000.  B 
owns  $10,000  in  personal  property  and  pays  taxes  on  $1,000. 
In  other  words,  A  pays  eight  times  the  amount  of  B  on  the 
same  value  of  property.  Such  illustrations  could  be  mul- 
tiplied indefinitely.  One  property  owner  is  taxed  on  the 
full  value  of  his  property,  a  second  on  fifty  per  cent  of  the 
actual  value,  and  a  third  evades  all  taxation. 

Such  are  the  actual  conditions,  not  only  in  Iowa  but  in 
other  States  of  the  Union.  No  one  denies  the  truth  of  the 
fiscal  law  that  all  persons  should  contribute  to  the  support 
of  the  government  according  to  their  ability  to  pay.  How 
to  measure  this  ability  to  pay,  fairly  and  honestly  as  be- 
tween man  and  man,  is  one  of  the  leading  problems  of  the 
future,  and  one  which  the  people  and  the  law-makers  of 
Iowa  must  have  the  courage  to  face  squarely,  and  honestly 
endeavor  to  find  a  solution. 


PART  II 
SOME  SPECIAL  PROBLEMS  IN  TAXATION 
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VI 
THE  TAXATION  OF  BANKS 

Iowa  was  admitted  into  the  Union  at  a  time  when  the 
business  of  banking  was  much  discredited  especially  in  the 
popular  mind  of  the  West.  The  reckless  systems  of  banking 
that  had  prevailed  and  the  heavy  losses  resulting  therefrom 
were  responsible  for  this  condition.  Accordingly,  there 
were  extended  debates  on  the  proposition  of  banks  or  no 
banks  in  the  Iowa  constitutional  conventions  of  1844  and 
1846.347  The  final  result  of  these  discussions  was  a  con- 
stitutional prohibition  of  banking  in  the  following  terms: 

No  corporate  body  shall  hereafter  be  created,  renewed,  or  ex- 
tended, with  the  privilege  of  making,  issuing  or  putting  in  circula- 
tion, any  bill,  check,  ticket,  certificate,  promissory  note,  or  other 
paper,  or  the  paper  of  any  bank,  to  circulate  as  money.  The  Gen- 
eral Assembly  of  this  State  shall  prohibit,  by  law,  any  person  or 
persons,  association,  company  or  corporation,  from  exercising  the 
privileges  of  banking,  or  creating  paper  to  circulate  as  money. 

2.  Corporations  shall  not  be  created  in  this  State  by  special  laws, 
except  for  political  or  municipal  purposes,  but  the  General  As- 
sembly shall  provide,  by  general  laws,  for  the  organization  of  all 
other  corporations,  except  corporations  with  banking  privileges, 
the  creation  of  which  is  prohibited.348 

The  Code  of  1851  also  contains  stringent  statutory  pro- 
hibitions. Among  other  things  it  is  provided  that  "no  per- 
son, association,  or  corporation  shall  issue  any  bills,  drafts, 
or  other  evidences  of  debt  to  be  loaned  or  put  in  circulation 
as  money  or  to  pass  or  be  used  as  a  currency  or  circulating 
medium ;  and  every  person,  association,  or  corporation,  and 
every  member  thereof  who  violates  the  provisions  of  this 

10  i« 
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section  shall  be  punished  by  fine  not  exceeding  one  thousand 
dollars".848  In  fact  the  law  against  membership  in  banking 
associations  was  made  even  more  drastic ;  members  of  such 
associations  were  to  be  punished  by  imprisonment  in  the 
county  jail  not  exceeding  one  year  or  by  a  fine  of  not  more 
than  one  thousand  dollars.350 

A  careful  reading  of  the  Constitution  of  1846  and  the 
Code  of  1851  reveals  the  fact  that  what  the  framers  of  the 
Constitution  and  those  who  enacted  the  Code  had  in  mind 
were  banks  of  issue  rather  than  ordinary  banks  of  discount 
and  deposit.  Not  only  was  banking  carried  on  between 
1846  and  the  adoption  of  the  Constitution  of  1857,  but  pro- 
vision was  made  in  the  Code  of  1851  for  the  taxation  of 
the  shares  of  stock  in  banks.  Among  other  things,  property 
liable  to  taxation  was  made  to  include  "  stock  or  shares  in 
any  bank  or  company  incorporated  or  otherwise,  and  wheth- 
er incorporated  by  this  or  any  other  state,  and  whether  sit- 
uate in  this  state  or  not."351 

Other  provisions  of  the  Code  of  1851  relate  indirectly  to 
the  subject  of  banking  and  should  be  studied  in  connection 
with  court  decisions.  The  term  "credit"  includes  every 
claim  and  demand  for  money,  labor,  or  other  valuable  thing, 
every  annuity  or  demand  for  money  receivable  at  stated 
periods,  and  all  money  in  property  of  any  kind,  secured  by 
deed,  mortgage  or  otherwise,  said  credits  to  be  listed  at 
such  sum  as  the  person  listing  them  believes  will  be  received 
or  can  be  collected.  It  was  finally  stipulated  that  depre- 
ciated bank  notes  and  depreciated  stock  or  shares  in  corpo- 
rations or  companies  "may  be  listed  at  their  current  value 
and  rate".352  Such  was  the  constitutional  and  statutory 
law  relative  to  banking  until  the  adoption  of  the  Constitu- 
tion of  1857. 

The  Constitution  of  1857  contains  at  least  eight  sections 
which  relate  directly  to  the  subject  of  banking.  It  provides 
that  "no  act  of  the  General  Assembly,  authorizing  or  creat- 
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ing  corporations  or  associations  with  banking  powers,  nor 
amendments  thereto  shall  take  effect,  or  in  any  manner  be 
in  force,  until  the  same  shall  have  been  submitted,  separately, 
to  the  people,  at  a  general  or  special  election,  as  provided 
by  law,  to  be  held  not  less  than  three  months  after  the  pas- 
sage of  the  act,  and  shall  have  been  approved  by  a  majority 
of  all  the  electors  voting  for  and  against  it  at  such  elec- 
tion."353 Subject  to  this  provision  the  General  Assembly 
was  given  power  to  establish  a  State  bank  with  branches 
and  to  enact  a  general  banking  law ;  but  no  political  or  mu- 
nicipal corporation  was  permitted  to  become  a  stockholder 
in  any  banking  association  directly  or  indirectly.354 

In  1858  an  act  was  passed  entitled  "An  Act  authorizing 
General  Banking  in  the  State  of  Iowa."355  Shares  of  stock 
in  banking  corporations  are  declared  to  be  personal  prop- 
erty, and  provision  is  further  made  for  the  levy  of  taxes 
upon  the  corporation  as  such,  and  not  upon  the  individual 
stockholders.  The  value  of  the  property  is  to  be  ascertained 
annually  by  the  bank  commissioners,  and  the  rate  of  taxa- 
tion to  be  made  the  same  as  that  required  to  be  levied  on 
other  taxable  property  by  the  revenue  laws  of  the  State.356 

A  second  act  passed  in  1858  was  entitled  "An  Act  to 
Incorporate  the  State  Bank  of  Iowa."357  The  only  section 
of  this  act  which  relates  to  taxation  provides  that  the  Gen- 
eral Assembly  shall  never  impose  any  greater  tax  upon 
property  employed  in  banking  than  is  imposed  upon  the 
property  of  individuals.358 

The  Revision  of  1860  contains  no  additional  provisions 
of  importance  relative  to  bank  taxation.  Further  legisla- 
tion, however,  was  soon  rendered  necessary  by  the  act  of 
Congress  creating  a  national  banking  system.  The  General 
Assembly  which  met  in  1866  took  up  the  question  of  taxing 
this  class  of  banks,  a  bill  being  introduced  to  provide  for 
the  taxation  of  the  currency  of  national  banks.359  A  sub- 
stitute, however,  was  presented  providing  for  taxing  the 
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shares  of  stock.  Senator  J.  B.  Leake  believed  that  the 
act  of  Congress  which  established  the  national  banking  sys- 
tem prohibited  the  States  from  levying  a  tax  on  circulation. 
He  said :  * '  To  tax  the  circulation  would  be  to  tax  what  they 
owe,  not  what  they  own.  The  national  banks  can  be  taxed  on 
their  shares  if  at  all,  as  the  State  banks  have  been  taxed, 
and  to  do  that  I  think  the  machinery  provided  by  law  amply 
sufficient ;  but  if  not  it  can  be  easily  amended,  so  as  to  enable 
assessors  to  include  such  shares  in  the  tax  lists."360 

After  considerable  debate  the  majority  were  disposed  to 
favor  the  taxation  of  shares  of  stock  rather  than  circulation. 
A  few  days  later  an  amendment  was  introduced  to  exempt 
the  real  estate  from  taxation  on  the  ground  that  to  tax  the 
shares  of  stock  and  also  the  real  estate  would  be  double  tax- 
ation. The  amendment,  however,  was  lost  by  a  decisive 
vote.361  The  substitute  bill  providing  for  the  taxation  of 
shares  of  stock  then  passed  the  Senate  with  only  five  neg- 
ative votes.362 

As  approved  April  2nd  the  measure  provided  that  all 
shares  in  national  banks  should  be  included  in  the  valuation 
of  the  personal  property  of  ' '  such  person  or  body  corporate 
or  corporation"  for  assessment  in  the  township,  incorpo- 
rated town  or  city  where  such  banking  associations  were 
located  and  not  elsewhere,  but  not  at  a  greater  rate  than  was 
assessed  upon  other  moneyed  capital  in  the  hands  of  in- 
dividuals. The  real  estate  was  subject  to  State,  county,  or 
municipal  taxes  the  same  as  other  real  estate.  Each  banking 
association  was  further  required  to  list  the  shares,  giving 
the  name  of  the  owner  and  the  amount  owned  by  each,  and 
was  finally  made  liable  for  the  payment  of  the  tax  as  the 
agent  of  each  of  its  shareholders  under  the  provisions  of 
section  725  of  the  Revision  of  I860.563  In  fact  it  was  made 
the  duty  of  a  national  bank  1 1  to  retain  so  much  of  any  divi- 
dend or  dividends  belonging  to  any  shareholder  as  shall  be 
necessary  to  pay  any  taxes  levied  upon  his  or  her 
shares."364 
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But  the  taxation  of  national  bank  shares  was  not  to  be 
an  established  fact  without  a  struggle  in  the  courts.  In  1867, 
only  one  year  after  the  passage  of  the  act,  the  Supreme 
Court  of  Iowa  declared  it  to  be  unauthorized  and  invalid.365 
This  decision  is  worthy  of  careful  study,  especially  from  the 
standpoint  of  later  judicial  opinions. 

The  Iowa  court  followed  the  opinion  of  the  Supreme 
Court  of  the  United  States  in  the  case  of  Van  Allen  vs.  The 
Assessors,3™  wherein  it  appears  that  the  State  of  New 
York  had  passed  a  law  providing  for  the  taxation  of  nation- 
al bank  shares  while  other  banks  were  taxed  on  their  capital. 
The  New  York  law  was  held  to  be  illegal  and  void  for  the 
reason  that  it  did  not  comply  with  the  forty-first  section 
of  the  act  of  Congress  which  provided  "that  the  tax  so  im- 
posed under  the  laws  of  any  state  upon  the  shares  of  any 
of  the  associations  authorized  by  this  act  shall  not  exceed 
the  rate  imposed  upon  the  shares  in  any  of  the  banks  organ- 
ized under  authority  of  the  state  where  such  association  is 
located."367  It  was  held  in  the  Bank  of  Commerce  vs.  New 
York  City  that  a  tax  on  capital  would  permit  the  exemption 
of  non-taxable  United  States  securities,  a  privilege  which 
would  not  extend  to  the  stockholder.368 

After  carefully  reviewing  all  Iowa  laws  relative  to  bank 
taxation,  Judge  Wright  of  the  Supreme  Court  of  Iowa  said : 
"We  contend,  that  the  system  of  taxation  thereby  provided 
for,  is,  that  the  corporation  itself  is  to  be  taxed,  precisely  as 
though  it  were  an  individual,  upon  its  actual  taxable  prop- 
erty, real  and  personal ;  and  that  the  individual  stockholders 
are  not  to  be  taxed  upon  their  shares  of  stock. 

"If  this  position  be  sound",  continues  the  Judge,  "it  fol- 
lows, of  course,  that  these  banks  cannot  be  taxed,  upon  any 
portion  of  their  capital  or  assets,  invested  in  the  bonds  of 
the  United  States,  any  more  than  an  individual  can  be  so 
taxed;  and  thus  the  precise  state  of  things,  determined  in 
Van  Allen  vs.  The  Assessors  to  be  fatal  to  the  power  of  the 
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State  to  tax  shares  of  stock  in  national  banks,  will  have 
been  demonstrated  to  exist  in  this  State,  and  that  decision 
will  be  brought  to  bear,  incontrovertibly,  upon  the  present 
case".309  It  was  further  held  in  the  majority  opinion  that 
to  tax  the  capital  and  also  the  shares  of  stock  would  be 
double  taxation. 

Judge  Cole  in  a  dissenting  opinion  maintained,  however, 
that  taxation  was  the  rule,  and  no  property  should  be  ex- 
empted save  by  act  of  the  General  Assembly.  He  held  that 
our  revenue  law  provided  for  the  taxation  of  all  real  and 
personal  property,  also  for  the  taxation  of  stock  or  shares 
in  any  corporation;  and  he  pointed  out  in  conclusion  that 
by  a  decision  of  the  Supreme  Court  of  the  United  States 
shares  of  stock  had  been  declared  property  other  and  differ- 
ent from  the  capital,  and  therefore  liable  to  taxation  as 
such.  "I  should  therefore  invert  the  rule  of  the  majority 
opinion",  he  said,  "and  instead  of  holding  that  the  legisla- 
tive intent  to  tax  them,  must  be  made  clear  and  certain,  I 
would  hold  that,  being  property,  they  are  legitimately  liable 
to  taxation,  and  should  be  taxed  unless  the  legislative  intent 
to  exempt  them  from  taxation  is  made  clear  and  certain." 

Eeferring  to  the  majority  opinion  Judge  Cole  further 
states  that  "it,  to  a  greater  or  less  extent,  assumes,  that  the 
taxation  of  the  capital  stock  of  our  State  banks,  and  the  tax- 
ation of  the  shares  therein  also,  would  be  double  taxation, 
and  it  is  directly  stated,  that  before  the  shares  could  be 
properly  taxed  the  legislative  intent  to  tax  them  should 
be  clear  and  certain. 

"However  much  I  might,  upon  original  principles,  agree 
with  the  writer  of  the  majority  opinion,  in  the  view  that  the 
distinction  between  capital  and  shares,  as  held  by  the  Su- 
preme Court  of  the  United  States,  is  arbitrary  and  without 
foundation  in  principle,  yet  that  question  was  properly  be- 
fore that  court,  and  the  distinction  was  clearly  held  and 
made  the  basis  of  its  judgment.  It  was  a  question  upon  which 
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the  decision  of  that  court  becomes  legitimately  binding  upon 
us.  I  accept  it  in  all  its  force,  and  insist  on  its  application 
in  these  cases."370 

As  a  result  of  this  decision,  the  subject  of  taxation  of 
national  banks  was  brought  before  the  General  Assembly 
in  1868,  when  Senator  Fairall  offered  the  following  resolu- 
tion: 

That  it  is  the  sense  of  the  Senate  that  the  shares  in  national 
banks  ought  to  be  rendered  subject  to  taxation  the  same  as  other 
property,  and  that  the  Committee  on  Banks  is  hereby  instructed  to 
report,  at  as  early  a  day  as  practicable  during  this  session,  a  bill  in 
accordance  with  the  views  herein  expressed.371 

This  resolution  was  adopted  by  a  unanimous  vote,  and  a 
law  was  promptly  passed  with  practically  no  opposition. 
The  new  act  followed  the  main  outlines  of  the  law  passed 
in  1866,  but  provided  in  addition  that,  in  case  Congress 
changed  or  amended  the  national  bank  acts,  the  amendment 
should  be  made  "in  such  manner  as  to  conform  to  such 
altered  or  amended  act  of  Congress";  and  it  was  further 
stipulated  that ' '  all  acts  and  parts  of  acts  inconsistent  with 
the  provisions  of  this  act,  are  hereby  repealed".372 

No  time  was  lost  in  bringing  the  new  law  before  the  court 
for  adjudication.373  Judge  Wright  again  delivered  the  opin- 
ion of  the  Supreme  Court.  He  held  first,  that  the  repealing 
clause  contained  in  the  act  of  1868  repealing  all  acts  and 
parts  of  acts  inconsistent  therewith  removed  the  objections 
specified  in  Hubbard  vs.  The  Board  of  Supervisors?7*  thus 
authorizing  the  taxation  of  shares  in  the  State  bank ;  second, 
that  exemption  from  taxation  must  rest  upon  some  clear 
and  just  ground,  courts  not  being  justified  in  making  nice 
distinctions  to  defeat  the  legislative  will ;  and  third,  that  the 
constitutional  provision  which  declares  that  no  act  of  the 
General  Assembly  authorizing  or  creating  corporations  with 
banking  powers,  nor  amendments  thereto,  shall  take  effect 
until  the  same  shall  have  been  submitted  to  and  received  a 
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majority  vote  of  the  people  does  not  apply  to  nor  operate  as 
a  limitation  upon  the  repealing  power  of  the  legislature. 
The  Supreme  Court  held  therefore  that  the  new  act  of  1868 
was  authorized  and  valid,  it  having  received  the  two-thirds 
vote  of  the  legislature  required  in  such  cases.375 

The  language  of  Judge  Wright  in  reference  to  section  1598 
of  the  Revision  of  1860  is  significant.  It  should  be  stated 
that  this  section  provided  for  the  levy  of  taxes  on  the  cor- 
poration and  not  upon  the  individual  stockholders,  the  value 
of  the  property  to  be  ascertained  and  made  the  basis  of 
assessment.  Concerning  the  repeal  of  this  section  Judge 
Wright  said:  ''But  for  this  provision,  I  am  not  mistaken  in 
saying  that  the  taxation  would  have  been  sustained.  For 
it  is  expressly  provided  that  stock  or  shares  in  any  corpora- 
tion or  company,  not  required  by  law  to  be  otherwise  taxed, 
shall  be  liable  to  taxation".376  The  power  of  the  State  to 
tax  national  bank  shares  was  thus  finally  and  fully  sus- 
tained. 

In  1870  the  general  banking  act  passed  on  March  22, 
1858,  was  repealed.377  The  State  bank  act  which  was  passed 
on  March  20, 1858,  was  also  repealed,  and  the  officers  of  that 
bank  were  required  to  proceed  immediately  to  wind  up  the 
affairs  of  the  same  by  redeeming  the  notes  and  paying  all 
outstanding  liabilities.378  This  action  was  rendered  nec- 
essary by  an  act  of  Congress  levying  a  tax  of  ten  per  cent  on 
State  bank  notes,  thus  making  that  form  of  note  issue  im- 
possible.379 

Further  contention  soon  developed  in  regard  to  the  tax- 
ation of  national  bank  shares.  In  the  First  National  Bank 
of  Iowa  City  vs.  Hershire  38°  it  appears  that  Chief  Justice 
Day  held  that  the  tax  under  the  law  must  be  assessed  against 
the  shareholder,  and  that  this  form  of  taxation  did  not  au- 
thorize the  seizure  of  the  property  of  the  bank  for  its  liqui- 
dation. In  Hershire  vs.  The  First  National  Bank  of  Iowa 
City,  adjudicated  two  years  later,  the  language  of  the  court 
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was  somewhat  more  specific.  It  was  held  that  to  render  a 
national  bank,  organized  under  the  Federal  banking  act, 
liable  for  the  payment  of  taxes  due  from  its  shareholders,  it 
must  be  shown  that  the  bank  has  or  has  had  in  its  possession 
dividends  or  other  money  or  property  belonging  to  the 
delinquent  shareholder. 

The  court  held  that  the  shares  of  capital  stock  were  under 
the  control  of  the  shareholders  and  not  under  the  manage- 
ment or  control  of  the  banking  association  as  such.  The 
stockholders  had  the  absolute  power  of  sale  and  alienation 
of  their  shares.  Following  this  reasoning  the  court  con- 
cluded that  "the  banking  association  is  not  liable  for  the 
tax  due  from  shareholders,  under  the  statute,  simply  be- 
cause they  are  holders  of  shares  in  the  capital  stock  of  such 
banking  association". 

Shares  in  a  national  banking  association  are  character- 
ized by  Judge  Cole  in  these  words :  * '  The  shares  in  the  cap- 
ital stock  of  the  banking  association  are  the  property,  and 
under  the  control  of  the  shareholders.  They  are  not  under 
the  control  or  management  of  the  banking  association  in 
any  legitimate  sense.  Even  if  it  be  granted  that  the  rules  or 
by-laws  of  every  banking  association  require,  that  in  order 
to  constitute  a  valid  and  complete  transfer  of  such  shares 
the  same  must  be  entered  upon  the  stock-book  of  the  asso- 
ciation, yet  this  could  not  limit  or  restrain  the  absolute 
power  of  sale  and  alienation  by  the  shareholder  himself,  and 
doubtless,  any  refusal  to  enter  such  transfer  upon  the  stock- 
book  might  be  over-ruled,  and  corrected  by  mandamus  or 
other  proper  remedy.  Of  course  we  are  not  here  question- 
ing or  discussing  the  right  of  the  banking  association  to  re- 
tain the  dividend  for  the  purpose  of  paying  the  taxes,  or  of 
providing  by  rule  or  by-law,  properly  made  and  recorded, 
for  the  liability  of  the  shares  themselves  for  any  indebted- 
ness of  the  shareholder  to  the  bank,  or  the  like,  so  that  any 
transfer  of  such  shares  could  not  affect  the  right  of  the  bank 
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as  against  a  purchaser  having  notice  of  such  by-law.  All  that 
we  intend  to  say  here  is,  that  the  shareholder  himself 
in  legal  contemplation  owns,  controls,  and  manages  his  own 
shares,  nothing  different  in  fact  being  shown.  And  hence, 
the  banking  association  is  not  liable  for  the  tax  due  from 
shareholders,  under  our  statute,  simply  because  they  are 
holders  of  shares  in  the  capital  stock  of  such  banking  asso- 
ciation. Other  averment  and  showing  must  be  made  that 
the  shares  are  in  fact  under  the  control  or  management  of 
the  association,  before  it  can  be  made  liable."381 

The  Code  of  1873  contains  no  additional  law  of  impor- 
tance relative  to  bank  taxation.  It  should  be  noted,  however, 
that  private  banks  were  taxed  under  section  812  which  pro- 
vided that  personal  property  should  be  listed  and  assessed 
each  year  in  the  name  of  the  owner.  The  Fifteenth  General 
Assembly  (1874)  passed  an  act  to  amend  this  section  by 
inserting  after  the  word  January  in  the  third  line  the  words : 
"Except  moneys  and  credits  of  associations,  organized  un- 
der the  general  incorporation  laws  of  this  state,  for  the  pur- 
pose of  transacting  a  banking  business,  and  moneys  and 
credits  of  private  bankers,  and  others  who  have  loaned 
money,  bought  notes,  mortgages,  or  other  securities  within 
the  year  previous  to  the  time  of  assessing;  in  every  such 
instance  the  average  value  of  the  moneys  and  credits  which 
have  been  in  the  possession  or  under  the  control  of  the  per- 
son making  the  list  during  the  year  previous  to  the  time  of 
making  said  assessment,  shall  be  listed  for  taxation."382 
This  meant  the  taxation  of  private  bankers  on  the  average 
amount  of  moneys  and  credits  in  their  possession  or  under 
their  control  during  the  previous  year. 

A  second  act  was  also  passed  in  1874  providing  for  the 
organization  and  management  of  savings  banks.  As  to 
taxation  the  act  provided  that  "the  paid  up  capital  of  all 
savings  banks  organized  and  doing  business  under  this  act 
shall  be  subject  to  the  same  rates  of  taxation  and  rules  of 
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valuation  as  other  taxable  property,  by  the  revenue  laws  of 
the  state,  which  taxes  shall  be  levied  on  and  paid  by  the 
banks  and  not  the  individual  stockholders,  and  the  general 
assembly  shall  never  impose  any  greater  tax  upon  property 
employed  in  banking  under  this  act  than  is  or  may  be  im- 
posed upon  the  property  of  individuals.  The  franchise  of 
all  such  banks,  the  savings  and  funds  deposited  therein, 
and  the  mortgages  and  other  securities,  wherever  the  same 
are  invested,  are  not  to  be  taxed,  but  are  expressly  ex- 
empted therefrom,  and  may  be  omitted  from  assessments  of 
the  bank  required  by  the  revenue  laws  of  this  state".383  This 
section  is  self-explanatory.  The  tax  is  to  be  levied  on  the 
paid  up  capital,  which  does  not  mean  the  shares  of  stock,  and 
thus  a  new  door  is  opened  for  legal  controversy. 

During  the  years  that  immediately  followed  the  passage 
of  the  act  of  1874,  a  number  of  important  bank  tax  cases 
came  before  the  Supreme  Court.  In  Branch  vs.  the  Town  of 
Marengo?**  Judge  Eothrock  held  that  a  banker  is  liable  to 
taxation  only  for  such  moneys  and  credits  as  are  in  his  pos- 
session as  owner,  and  not  for  those  which  he  may  hold  as 
the  custodian  of  others.  "It  is  presumed",  says  the  Judge, 
"that  the  customers  of  banks  make  returns  of  their  moneys 
and  credits,  which  would  include  bank  deposits ;  and  to  give 
this  section  the  construction  claimed  by  appellant,  would  re- 
sult in  double  taxation".385  The  alternative  construction  of 
the  law,  it  is  further  maintained,  whereby  the  banker  would 
be  considered  owner  of  the  deposits  would  also  make  him 
absolute  debtor  to  the  depositors  for  the  whole  amount 
thereof  and  entitle  him  to  deduct  the  same.386 

One  or  two  cases  relative  to  savings  banks  should  be 
briefly  considered.  In  the  German  American  Savings  Bank 
vs.  The  City  of  Burlington887  Judge  Day  held  that  the  capital 
of  a  savings  bank  to  the  extent  that  it  is  invested  in  bonds  of 
the  United  States  is  exempt  from  taxation.  This  decision 
again  opened  up  the  question  of  taxing  the  shares  of  stock  in 
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national  banks.  In  Davenport  National  Bank  vs.  Board  of 
Equalization 388  Judge  Adams  delivered  an  opinion,  holding 
that  the  taxation  of  savings  banks  on  their  paid  up  capital 
while  national  banks  were  taxed  on  their  shares  of  stock  did 
not  constitute  a  discrimination  against  national  banks,  in 
violation  of  section  5219  of  the  Revised  Statutes  of  the 
United  States.  It  was  further  alleged  that  some  latitude  in 
modes  of  assessment  should  be  granted  the  General  Assem- 
bly, even  though  the  same  did  not  result  in  absolute  equality 
of  taxation.389 

The  next  act  of  importance  in  the  history  of  bank  taxa- 
tion was  passed  in  1890  and  provided  for  the  assessment 
of  the  capital  stock  of  State  or  commercial  banks  to  the 
banks  as  such  in  the  city  or  town  where  located,  and  not  to 
the  individual  shareholders.390  With  national  banks  assessed 
to  the  individual  shareholders,  an  important  distinction 
was  thus  made  between  the  two  methods  of  assessment,  and 
the  door  was  again  opened  for  further  litigation. 

Before  considering  the  effect  of  this  apparent  discrimina- 
tion, it  will  be  instructive  to  note  one  or  two  additional  cases 
relative  to  the  taxation  of  national  banks.  A  number  of 
points  had  not  been  definitely  settled.  In  First  National 
Bank  of  Albia  et  al  vs.  City  Council  of  Albia  391  the  court 
held,  first,  that  real  estate  which  is  otherwise  assessed  for 
taxation  shall  be  deducted  from  the  value  of  the  capital 
stock;  and  second,  that  shares  of  capital  stock  are  credits 
within  the  meaning  of  section  814  of  the  Code,  and  the  tax- 
payer is  therefore  entitled  to  deduct  from  the  value  of  his 
shares  all  debts  owing  by  him  in  good  faith.392  The  fact  that 
real  estate  should  be  deducted  from  the  actual  value  of  the 
stock  had  been  held  in  a  number  of  important  decisions  of 
the  Supreme  Court  of  the  United  States.393 

Eegarding  the  deduction  of  debts,  the  Iowa  Supreme 
Court  followed  the  able  opinion  of  Justice  Harlan,  which 
was  in  part  as  follows : 
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1.  That  the  words  "at  a  greater  rate  than  is  assessed  upon  other 
moneyed  capital  in  the  hands  of  individual  citizens"  refer  to  the 
entire  process  of  assessment,  which,  in  the  case  of  national  bank 
shares,  includes  both  their  valuation  and  the  rate  of  percentage  on 
such  valuation;  consequently,  that  the  act  of  Congress  is  violated 
if,  in  connection  with  a  fixed  percentage  applicable  to  the  valuation 
alike  of  national  bank  shares  and  of  other  moneyed  investments  or 
capital,  the  State  law  establishes  or  permits  a  mode  of  assessment 
by  which  such  shares  are  valued  higher  in  proportion  to  their  real 
value  than  is  other  moneyed  capital. 

2.  That  a  State  law  which  permits  individual  citizens  to  deduct 
their  just  debts  from  the  valuation  of  their  personal  property  of 
every  kind,  other  than  national  bank  shares,  or  which  permits  the 
tax-payer  to  deduct  from  the  sum  of  his  credits,  money  at  interest 
or  other  demands  to  the  extent  of  his  bona  fide  indebtedness,  leav- 
ing the  remainder  to  be  taxed,  while  it  denies  the  same  right  of  de- 
duction from  the  cash  value  of  bank  shares,  operates  to  tax  the  latter 
at  a  greater  rate  than  other  moneyed  capital.394 

In  the  case  of  Farmers  and  Traders'  National  Bank  vs. 
Chas.  Hoffman,  the  Iowa  Supreme  Court  took  an  additional 
step  by  declaring  that  national  bank  stock  cannot  be  as- 
sessed as  the  personal  property  of  the  bank  without  the  list- 
ing or  mention  of  the  shareholders.  This  construction  was 
rendered  necessary,  in  the  opinion  of  the  court,  to  make  it 
possible  for  stockholders  to  deduct  their  indebtedness  as 
provided  by  law.  Otherwise  they  would  be  assessed  at  a 
higher  rate  than  was  imposed  upon  other  moneyed  capital 
in  the  hands  of  individuals. 

It  has  already  been  pointed  out  that  different  methods 
of  assessment  were  adopted  by  the  General  Assembly  for 
State  and  commercial  banks  as  opposed  to  national  banks. 
The  legality  of  this  dual  system  soon  came  up  for  adjudica- 
tion. In  Primghar  State  Bank  vs.  Henry  Rerick,  the  law  of 
1890,  providing  that  the  shares  of  capital  stock  of  State 
banks  shall  be  assessed  to  the  bank  and  not  to  the  individual 
shareholder,  was  sustained.  It  was  declared  to  be  a  general 
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and  not  a  special  law  for  the  assessment  and  collection  of 
taxes.305  The  fact  that  State  and  commercial  banks  belonged 
in  a  separate  class  from  national  banks  was  clearly  stated 
by  the  court.  The  whole  question  of  bank  taxation  was  re- 
viewed in  this  important  case  and  the  conclusion  reached 
that  three  classes  of  chartered  banks  exist  in  Iowa  from  the 
standpoint  of  assessment  and  collection  of  taxes :  first,  na- 
tional banks;  second,  State  and  commercial  banks;  and 
third,  savings  banks.896 

Since  the  Code  of  1897  became  operative  bank  taxation  in 
Iowa  may  be  summarized  as  follows :  first,  private  banks 
are  assessed  on  the  aggregate  value  of  moneys  and  credits, 
after  deducting  therefrom  the  amount  of  deposits  and  of 
debts  owing  by  such  banks,  and  the  aggregate  actual  value 
of  bonds  and  stocks,  after  deducting  the  portions  thereof  ex- 
empt, or  otherwise  taxed  in  this  State,  and  also  the  other 
property  pertaining  to  the  business ;  second,  national  bank 
shares  are  assessed  to  the  individual  stockholders  at  the 
place  where  the  bank  was  located ;  and  finally,  the  shares  of 
stock  of  State  and  savings  banks  and  loan  and  trust  compa- 
nies are  assessed  to  such  banks  and  loan  and  trust  compa- 
nies and  not  to  the  individual  shareholders.397  To  aid  the 
assessor  in  fixing  the  value  of  such  shares  it  is  further 
stipulated  that  the  banking  corporations  shall  furnish  a 
verified  statement  showing  separately  the  amount  of  their 
capital  stock,  surplus,  and  undivided  profits.398  In  other 
words,  the  law  virtually  provides  that  national,  State  and 
savings  banks,  and  loan  and  trust  companies  shall  pay  taxes 
on  their  capital  stock,  surplus,  and  undivided  profits.  The 
only  distinction  made  in  the  case  of  national  banks  is  that 
the  shares  of  stock  are  assessed  to  the  individual  stock- 
holder at  the  place  where  the  bank  is  located  and  not  to  the 
bank  itself. 

This  law,  with  a  slight  amendment  regarding  the  deduc- 
tion made  of  real  estate,  still  prevails  in  Iowa.    The  amend- 


THE  TAXATION  OF  BANKS  159 

ment  referred  to  provides  that:  "in  arriving  at  the  total 
value  of  the  shares  of  stock  of  such  corporations,  the  amount 
of  their  capital  actually  invested  in  real  estate  owned  by 
them  and  in  the  shares  of  stock  of  corporations  owning  only 
the  real  estate  (inclusive  of  leasehold  interests,  if  any)  on 
or  in  which  the  bank  or  trust  company  is  located,  shall  be 
deducted  from  the  real  value  of  such  shares,  and  such  real 
estate  shall  be  assessed  as  other  real  estate,  and  the  prop- 
erty of  such  corporations  shall  not  be  otherwise  as- 
sessed."399 

In  W.  S.  Judy,  County  Treasurer,  vs.  The  National  State 
Bank,  of  Mt.  Pleasant  40°  it  was  held  that  before  a  county 
treasurer  can  collect  taxes  on  omitted  property  he  must 
list  it  the  same  as  an  assessor.  In  the  absence  of  a  regular 
assessment  no  tax  on  omitted  property  can  be  collected.  In 
April,  1903,  Judge  McClain  reviewed  the  whole  subject  of 
bank  taxation  and  rendered  an  important  decision  from  the 
standpoint  of  the  provisions  of  the  Code  of  1897.  He  held 
that  the  method  of  taxation  of  national  banks  is  substan- 
tially the  same  as  that  provided  for  State  and  savings 
banks ;  and  the  fact  that  government  bonds  owned  by  a  na- 
tional bank  are  to  be  considered  in  estimating  the  value  of 
its  shares  of  stock  for  taxation,  while  a  private  bank  is  as- 
sessed on  its  moneys  and  credits  after  making  certain  de- 
ductions, including  government  bonds  owned  by  it,  is  merely 
a  distinction  in  the  method  of  taxation  and  not  a  discrimi- 
nation against  national  banks.401 

In  conclusion  it  may  be  said  that  the  history  of  bank 
taxation  in  Iowa,  while  complicated  in  detail  and  a  subject 
of  almost  constant  litigation  before  the  courts,  is  neverthe- 
less characterized  by  a  few  well  defined  principles.  Banks 
of  issue  were  prohibited  by  the  Constitution  of  1846;  but 
banks  of  discount  and  deposit  existed,  and  in  fact  provi- 
sion was  made  in  the  Code  of  1851  for  the  taxation  of  the 
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shares  of  stock  in  such  banks.  Following  the  Constitution  of 

1857,  which  contains  elaborate  provisions  concerning  banks, 
a  general  banking  act  and  a  State  bank  act  were  passed  in 

1858.  The  former  act  provided  for  the  levy  of  taxes  against 
the  corporation  as  such  and  not  against  the  individual  stock- 
holder, and  the  latter  stipulated  that  taxes  imposed  should 
not  be  at  a  greater  rate  than  was  levied  on  the  property  of 
individuals.    These  laws,  however,  were  repealed  in  1870 
as  a  logical  result  of  the  act  of  Congress  imposing  a  tax  of 
ten  per  cent  on  the  circulation  of  State  banks. 

The  act  of  Congress  creating  a  national  banking  system 
as  a  war  measure  marked  a  new  epoch  in  the  history  of 
bank  taxation  in  Iowa  as  well  as  in  other  States.  Years  of 
litigation  followed.  In  1866  the  General  Assembly  passed  an 
act  taxing  the  shares  of  stock  in  national  banks.  The  banks 
were  required  to  list  the  shares  and  in  fact  were  made 
responsible  for  the  tax  as  agents  of  the  shareholders  un- 
der the  provisions  of  section  725  of  the  Revision  of  1860. 
It  was  made  their  duty  to  retain  that  portion  of  the  divi- 
dends necessary  to  pay  all  taxes  levied  against  the  shares. 

This  law  was  promptly  declared  unconstitutional  on  the 
ground  that  to  tax  national  banks  on  their  shares  of  stock 
while  other  banks  were  taxed  on  their  capital  constituted  a 
discrimination  against  national  banks.  It  was  further  held, 
first,  that  a  tax  on  capital  would  permit  the  deduction  of 
non-taxable  securities,  a  privilege  which  would  not  extend  to 
the  stockholders;  and  second,  that  to  tax  capital  and  also 
shares  of  stock  would  be  double  taxation.  In  a  dissenting 
opinion  Judge  Cole  held  that  our  revenue  laws  provided  for 
the  taxation  of  both  capital  and  shares  which  had  been  de- 
clared to  represent  different  forms  of  property  by  the 
United  States  Supreme  Court. 

In  1868  a  new  law  was  passed  which  followed  the  main 
outlines  of  the  old  act  but  provided  for  the  repeal  of  all  acts 
or  parts  of  acts  inconsistent  with  the  provisions  of  the  same. 
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The  new  act  was  at  once  brought  before  the  Supreme  Court 
which  declared  that  the  repealing  clause  removed  the  ob- 
jections formerly  made  by  authorizing  the  taxation  of 
shares  in  the  State  bank.  The  Revision  of  1860,  section 
1598,  had  provided  for  the  levy  of  taxes  on  the  corporations 
as  such  and  not  upon  the  individual  stockholders.  The  re- 
peal of  this  section,  therefore,  made  it  possible  under  the 
revenue  laws  to  tax  the  shares  of  stock  in  all  chartered 
banks,  which  was  authorized  and  valid  as  it  did  not  consti- 
tute a  discrimination  against  national  banks. 

A  tax  on  the  shares  of  stock  in  national  banks  was  thus 
finally  sustained,  although  United  States  government  bonds 
were  considered  in  arriving  at  the  value  of  such  shares.  It 
was  later  held,  first,  that  to  render  a  national  bank  liable 
for  the  payment  of  taxes  due  from  its  shareholders,  it  must 
be  shown  that  the  bank  actually  has  in  its  possession  divi- 
dends or  other  property  belonging  to  the  delinquent  share- 
holder; and  second,  that  shares  of  stock  are  not  under  the 
control  or  management  of  the  banking  association  in  any 
legitimate  sense. 

During  this  time  the  assets  of  private  banking  associa- 
tions excluding  real  estate  were  listed  and  assessed  as  per- 
sonal property.  In  1874  an  act  was  passed  providing  for  the 
taxation  of  such  banks  on  the  average  value  of  moneys  and 
credits  in  their  possession  or  under  their  control  during  the 
previous  year.  The  same  General  Assembly  also  passed  an 
act  providing  for  the  organization  and  management  of  sav- 
ings banks  and  the  taxation  of  the  same  on  their  paid  up 
capital.  The  Supreme  Court  held  that  such  paid  up  capital 
to  the  extent  that  it  was  invested  in  bonds  of  the  United 
States  was  exempt  from  taxation. 

More  litigation  followed;  but  the  Supreme  Court  held 
that  the  taxation  of  savings  banks  on  their  paid  up  capital 
and  national  banks  on  their  shares  of  stock  did  not  consti- 
tute a  discrimination  against  the  latter.  It  was  further  al- 
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leged  that  this  was  a  legitimate  classification  for  the  pur- 
pose of  assessment  even  though  it  did  not  result  in  absolute 
equality  of  taxation. 

In  1890  an  act  was  passed  providing  for  the  assessment  of 
the  capital  stock  of  State  and  commercial  banks  to  the 
banks  as  such  and  not  to  the  individual  stockholders.  This 
again  opened  the  door  to  litigation.  This  classification  for 
purposes  of  assessment  was  also  upheld  by  the  Supreme 
Court,  although  it  was  recognized  that  the  new  act  did  not 
permit  the  owners  of  capital  stock  in  State  and  commercial 
banks  to  deduct  their  debts  —  a  privilege  granted  to  holders 
of  national  bank  stock.  In  fact  this  was  regarded  as  a  mere 
incident  and  not  a  necessary  result  of  the  statute. 

Finally,  under  the  Code  of  1897  and  the  court  decisions 
relative  thereto,  the  following  classes  of  banks  for  purposes 
of  assessment  and  taxation  have  been  clearly  recognized: 
first,  private  banks  taxable  on  their  moneys  and  credits,  in- 
cluding stocks  and  bonds  after  deducting  deposits,  just 
debts,  and  non-taxable  securities;  second,  national  banks, 
taxable  on  the  shares  of  stock  at  the  place  where  the  bank  is 
located;  and  third,  State,  savings  and  commercial  banks, 
taxable  on  the  shares  of  stock  to  the  banks  as  such  and  not 
tp  the  individual  stockholders. 

In  a  recent  decision  the  Iowa  Supreme  Court  has  taken  an 
additional  step  by  holding  that  bonds  of  the  United  States 
may  be  considered  in  determining  the  value  of  shares  of 
stock  in  national,  State,  or  savings  banks. 


VII 
THE  TAXATION  OF  INSURANCE  COMPANIES 

Insurance  companies  were  among  the  first  of  the  corpora- 
tions doing  business  under  the  laws  of  Iowa  to  emerge  from 
the  system  of  general  property  taxation.  The  plan  of  col- 
lecting revenue  from  these  companies  through  the  general 
property  tax  had  at  an  early  day  proved  to  be  impractic- 
able. Accordingly,  in  the  Code  of  1851,  in  addition  to  cer- 
tain corporations  required  to  be  taxed  through  the  shares  of 
their  stockholders,  it  is  specifically  stated  that  insurance 
companies  shall  be  taxed  one  per  cent  for  county  purposes 
and  one  per  cent  for  State  purposes  upon  the  amount  of 
premiums  taken  by  them  during  the  year  previous  to  the 
listing.  The  agent  in  the  county  where  the  business  is  con- 
ducted is  required  to  list  and  is  made  personally  responsi- 
ble for  the  tax.402 

A  similar  section  is  found  in  the  laws  of  1858403  and  also 
in  the  Revision  of  I860.™*  An  act  was  passed,  however,  in 
1868  entitled  "An  Act  to  Regulate  Insurance  Companies", 
which  provided  that ' '  every  insurance  company  doing  busi- 
ness in  this  State  shall  at  the  time  of  making  the  annual 
statement,  as  provided  in  section  twenty  of  this  act,  pay 
into  the  State  treasury,  as  taxes,  two  per  cent,  of  the  pre- 
miums on  risks  in  this  State  taken  during  the  preceding 
year,  taking  duplicate  receipts  therefor,  one  of  which  shall 
be  filed  with  the  Auditor  of  State,  and  upon  the  filing  of  said 
receipt,  and  not  till  then,  the  said  Auditor  shall  issue  the 
annual  certificate  as  provided  in  this  act,  and  the  said  sum 
of  two  per  cent,  shall  be  in  full  for  all  taxes  upon  the  cor- 
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poration  or  its  shares  under  the  laws  of  this  State,  except 
taxes  on  real  property".405 

The  nature  of  the  tax  on  premiums  soon  became  a  subject 
for  judicial  interpretation.  In  the  City  of  Dubuque  vs.  The 
Northwestern  Life  Insurance  Company 406  the  Supreme 
Court  held  that  the  annual  premiums  of  an  insurance  com- 
pany received  by  an  agent  residing  in  a  city  are  not  subject 
to  taxation  as  personal  property  under  the  power  conferred 
upon  the  city  by  its  charter  to  tax  all  real  and  personal 
property  within  its  jurisdiction.  Later  in  the  same  year  a 
similar  opinion  was  again  handed  down  by  the  Supreme 
Court. 407 

The  insurance  legislation  of  1868  was  not  long  on  the 
statute  books:  the  Fourteenth  General  Assembly  passed 
1  'An  Act  to  Amend  Chapters  138  and  173  of  the  Twelfth 
General  Assembly,  to  Eegulate  Insurance  Companies".408 
This  act  is  memorable  chiefly  because  of  the  discrimination 
and,  what  is  more  to  be  condemned,  the  cowardly  spirit  of 
retaliation  which  it  reveals.  An  elaborate  set  of  fees  was 
to  be  collected  from  all  insurance  companies,  heavier  fees 
being  required  of  companies  organized  outside  the  State. 
Then  follows  a  section,  by  no  means  a  credit  to  our  law- 
makers, which  reads:  "When,  by  the  laws  of  any  other 
State,  any  taxes,  fines,  penalties,  licenses,  fees,  deposits  of 
money  or  of  securities,  or  other  obligations  or  prohibitions, 
are  imposed,  or  would  be  imposed,  on  insurance  companies 
of  this  state  doing,  or  that  might  seek  to  do,  business  in 
such  other  State,  or  upon  their  agents  therein,  so  long  as 
such  laws  continue  in  force  the  same  obligations  and  prohi- 
bitions, of  whatever  kind,  shall  be  imposed  upon  all  insur- 
ance companies  of  such  other  State  doing  business  within 
this  State,  or  upon  their  agents  here."409  The  act  further 
provides  that,  in  addition  to  the  fees  required,  a  tax  of  two 
and  one-half  per  cent  shall  be  levied  on  the  "gross  amount 
of  premiums  received  in  this  state  during  the  preceding 
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year",  said  tax  to  be  "in  full  for  all  taxes,  state  and  local". 
Joint  stock  and  mutual  companies  organized  under  the 
laws  of  this  State  were  not,  however,  required  to  pay  this 
tax,  such  companies  being  assessed  under  the  general  rev- 
enue law.410 

The  following  is  the  elaborate  system  of  fees,  outlined  in 
section  four  of  the  act :  upon  filing  declaration  or  certified 
copy  of  charter,  twenty- five  dollar  s;  upon  filing  the  annual 
statement,  twenty  dollars ;  for  each  certificate  of  authority, 
and  certified  copy  thereof,  two  dollars;  for  every  copy  of 
any  paper  filed  in  the  department,  the  sum  of  twenty  cents 
per  folio,  and  for  affixing  the  official  seal  to  such  copy,  and 
certifying  the  same,  one  dollar ;  for  valuing  policies  of  life 
insurance  companies,  ten  dollars  per  million  of  insurance, 
or  any  fraction  thereof ;  and  for  official  examinations  of  com- 
panies under  this  act,  the  actual  expense  incurred.  Com- 
panies organized  under  the  laws  of  this  State  were  required 
to  pay  the  following  fees :  for  filing  and  examination  of  the 
first  application  of  any  company,  and  the  issuing  of  the  cer- 
tificate of  license  thereon,  ten  dollars ;  for  filing  each  annual 
statement,  and  issuing  the  renewal  of  license  required  by 
law,  three  dollars;  and  for  each  certificate  of  authority  to 
its  agents,  fifty  cents.411 

The  only  change  to  be  noted  in  the  Code  of  1873  is  that 
mutual  companies  organized  under  the  laws  of  Iowa  are 
also  exempted  from  the  two  and  one-half  per  cent  tax  on 
gross  premiums.412  In  fact  no  important  change  was  made  in 
the  law  relating  to  the  taxation  of  insurance  companies  un- 
til the  adoption  of  the  Code  of  1897.  Two  or  three  minor 
points,  however,  should  receive  brief  consideration. 

In  1870  complaints  were  made  by  a  number  of  companies 
that  they  were  unable  to  file  their  reports  by  January  1st, 
or  thirty  days  thereafter,  as  required  by  law.  Among  these 
companies  the  Phoenix  Life  Insurance  Company  of  Hart- 
ford, Connecticut,  announced  that  it  would  be  obliged  to 
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withdraw  from  the  State.  It  was  pointed  out  in  The  Iowa 
Daily  State  Register  that  "figured  down  to  sharp  points, 
as  the  question  now  stands,  we  have  less  than  half  the  com- 
panies legally  doing  business  in  the  State  that  we  had  last 
year,  and  our  revenue  from  them  is  less  than  one-fourth 
the  amount  received  last  year.  The  law  as  it  now  stands 
is  wrong.  The  Senate  passed  a  bill  yesterday  which  is  es- 
sentially just,  and  is  substantially  the  same  as  recommended 
by  the  Governor  in  his  message  and  the  Auditor  in  his  bien- 
nial report."413  An  act  was  passed  releasing  certain  penal- 
ties and  fixing  April  1st  as  the  date  for  filing  the  annual 
statement.414 

From  time  to  time  there  is  evidence  of  a  growing  desire 
to  discriminate  against  insurance  companies  organized  out- 
side of  Iowa.  As  an  illustration  of  extreme  public  opinion 
on  this  subject,  a  bill  was  introduced  into  the  General  As- 
sembly of  1884  to  forbid  any  insurance  company  from  taking 
any  lawsuit  into  the  United  States  Court  under  penalty  of 
being  driven  out  of  the  State.415  Many  other  efforts  were 
made  to  pass  discriminating  or  retaliatory  legislation. 

In  March,  1888,  an  important  decision  relating  to  the  tax- 
ation of  insurance  companies  was  handed  down  by  the  Su- 
preme Court  in  the  case  of  The  Equitable  Life  Insurance 
Co.  vs.  the  Board  of  Equalization  of  the  City  of  Des 
Moines.4*6  Judge  Beck  held  that  so  much  of  the  assets  of  a 
life  insurance  company  as  consists  of  securities  for  loans, 
notes  taken  for  premiums,  municipal  bonds  and  warrants, 
and  cash  and  cash  items  is  taxable  as  moneys  and  credits. 
In  listing  said  moneys  and  credits  for  taxation  the  debts  of 
the  company,  however,  should  be  deducted.  It  is  further 
stipulated  that  among  such  debts  are:  first,  the  debt  of  the 
company  to  its  stockholders  represented  by  the  amount  each 
stockholder  would  be  entitled  to  receive  from  a  present  dis- 
tribution of  the  moneys  and  credits  of  the  companies;  and 
second,  the  amount  owed  to  the  policy-holders,  represented 
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by  the  reserve  fund  required  by  law.  In  other  words  where 
the  amount  of  debts  exceeds  the  amount  of  moneys  and 
credits,  it  was  held  that  a  company  was  not  taxable  on 
account  of  said  moneys  and  credits. 

In  this  important  case  the  Supreme  Court  first  sustained 
the  lower  court  and  the  board  of  equalization,417  holding 
that  the  assessment  of  moneys  and  credits  had  been  valid. 
But  a  re-hearing  was  granted  and  the  case  thoroughly  ar- 
gued. It  was  upon  the  re-hearing  that  the  above  decision  was 
rendered  by  Judge  Beck,  wherein  he  held  that  "the  amount 
of  plaintiff's  indebtedness  to  its  stockholders  and  policy- 
holders  exceeds  the  amounts  of  its  moneys  and  credits."418 
It  was  said  in  The  Iowa  State  Register  that  "had  the  form- 
er ruling  been  adhered  to  the  home  companies  would  have 
been  taxable  on  the  large  deposits  which  they  are  compelled 
by  law  to  make,  and  would  have  been  driven  out  of  the 
State."419 

The  Code  of  1897  contains  important  changes  in  the  law 
relative  to  insurance  taxation.  A  threefold  classification 
of  insurance  companies  is  made  for  purposes  of  tax  dis- 
crimination. In  the  first  class  belong  all  insurance  compa- 
nies organized  outside  of  the  United  States,  which  are  re- 
quired to  pay  into  the  State  treasury  three  and  one-half 
per  cent  on  their  gross  premiums  received  in  Iowa  during 
the  preceding  year.  The  second  class  includes  those  compa- 
nies organized  or  incorporated  under  the  laws  of  any  State 
of  the  United  States  other  than  the  State  of  Iowa.  Such 
companies  are  required  to  pay  into  the  State  treasury  two 
and  one-half  per  cent  on  their  gross  premiums.  The  third, 
or  residual  claimant  class  is  made  to  include  every  other  in- 
surance company  or  association  doing  business  in  this 
State,  not  including  those  otherwise  taxed  under  the  pro- 
visions of  this  section,  and  not  including  county  mutuals  and 
fraternal  beneficiary  associations.  This  class  is  required  to 
pay  into  the  State  treasury  one  per  cent  of  the  gross 
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amount  received  by  it  on  assessments,  fees,  dues,  or  premi- 
ums for  business  done  in  this  State,  after  deducting  the 
amounts  actually  paid  for  losses  and  the  amount  of  premi- 
ums returned.  It  is  finally  stipulated  that  the  taxes  pro- 
vided in  this  section  shall  be  in  lieu  of  all  taxes  State  and 
local  except  taxes  on  real  estate  and  special  assessments.420 

No  time  was  lost  in  testing  the  constitutionality  of  this 
section  of  the  Code  of  1897.  It  was  open  to  attack,  first, 
from  the  standpoint  of  discrimination  between  companies, 
and  second,  because  of  the  exemption  of  such  companies 
from  local  taxation.  The  first  point  was  adjudicated  by  the 
United  States  Circuit  Court  in  Manchester  Fire  Insurance 
Company  et  al.  vs.  Herriott,  Treasurer  of  the  State  of 
Iowa.421  The  bill  in  this  case  was  filed  on  behalf  of  some 
thirty-two  fire  insurance  companies  doing  business  in  Iowa 
but  incorporated  under  the  laws  of  Great  Britain  and  other 
foreign  countries.  The  opinion  submitted  by  Judge  Shiras 
covers  a  number  of  vital  questions  relating  to  the  taxing 
power  as  limited  and  defined  by  the  Constitution  of  Iowa 
and  the  Constitution  of  the  United  States;  but  in  this  con- 
nection the  discussion  will  be  confined  to  the  chief  point 
in  controversy,  namely,  the  nature  of  the  tax  on  gross  pre- 
miums which  is  defined  as  a  license  tax  imposed  as  a  con- 
dition to  do  business  and  not  a  tax  upon  the  tangible  prop- 
erty of  the  company. 

It  is  in  this  connection  that  Judge  Shiras  said  that  ''this 
license  tax  is  the  condition  imposed  by  the  state  upon  the 
privilege  of  engaging  or  continuing  in  business  within  the 
state.  It  is  optional  with  the  companies  whether  or  not  they 
will  subject  themselves  to  the  burden,  but  they  cannot  enjoy 
the  privilege  of  continuing  in  business  in  the  state  except 
upon  compliance  with  the  terms  which  the  state  has  seen  fit 
to  impose  as  a  condition  to  the  exercise  of  the  privilege." 

The  Judge  admits  that  the  burden  is  both  in  form  and 
in  substance  a  tax,  although  not  a  tax  imposed  upon  the 
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tangible  property  of  the  companies.  It  is  rather  in  the  na- 
ture of  a  license  fee  imposed  as  a  condition  to  do  business, 
on  the  theory  that  the  State  has  the  right  to  prescribe  the 
terms  and  conditions  upon  which  any  foreign  corporation 
' '  not  engaged  in  interstate  commerce,  or  in  the  furtherance 
of  the  business  of  the  United  States",  may  enter  or  remain 
in  the  State.422 

Eeferring  to  the  Iowa  insurance  tax  law,  and  having  in 
mind  the  Manchester  Fire  Insurance  case  just  reviewed, 
John  Herriott  writes  that  "the  Iowa  law  imposing  discrim- 
inating or  differential  taxes  on  insurance  companies  imme- 
diately achieved  considerable  notoriety  throughout  the 
country.  Following  close  upon  its  enactment  in  1897,  sim- 
ilar measures  were  introduced  in  the  Legislatures  of  other 
States.  Marked  opposition  was  naturally  manifested 
against  the  Iowa  act  by  foreign  companies  —  not  so  much 
because  the  discriminations  were  excessive,  but  because  of 
the  precedent  established,  and  measures  were  early  taken  to 
test  the  validity  of  the  law".423  Granting  the  constitution- 
ality of  discrimination  as  emphatically  affirmed  by  Judge 
Shiras,  Mr.  Herriott  in  his  report  as  Treasurer  is  inclined 
to  doubt  the  wisdom  of  such  a  policy,  which  he  says  can 
lead  to  no  beneficial  results  —  a  view  that  is  well  founded 
and  in  harmony  with  the  best  modern  thought  on  the  sub- 
ject.424 

In  the  same  year  another  and  far  more  important  decision 
was  handed  down  by  the  Supreme  Court  relative  to  the  tax- 
ation of  insurance  companies.  Eeference  has  already  been 
made  to  the  two  questions  presented  for  adjudication :  first, 
discrimination  as  between  companies;  and  second,  the  ex- 
emption of  such  companies  from  local  taxation.  In  Hawkeye 
Insurance  Co.  vs.  French  the  District  Court  of  Polk  County 
held  that  the  payment  of  State  taxes  as  provided  by  law 
did  not  exempt  an  insurance  company  from  local  taxation. 
Eeferring  to  this  decision  Mr.  Herriott  said  that  if  sus- 
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tained  by  the  Supreme  Court  "it  will  be  exceedingly  dif- 
ficult, if  not  impossible,  with  the  Constitution  as  it  is,  to  tax 
corporations  in  Iowa  exclusively  for  State  purposes  accord- 
ing to  the  best  methods  of  assessment  in  vogue  in  the  ma- 
jority of  States".426 

Notwithstanding  this  opinion  the  Supreme  Court  did 
affirm  the  decision  of  the  lower  court  in  Hawkey e  Insurance 
Co.  vs.  French.426  In  this  case,  which  is  one  of  the  most  im- 
portant and  far  reaching  along  the  line  of  taxation  ever  ad- 
judicated in  Iowa,  the  opinion  was  written  by  Judge 
Deemer.  After  presenting  a  portion  of  section  1333  of  the 
Code  of  1897  as  referred  to  above,  Judge  Deemer  quoted  the 
following  section  of  the  same  Code:  "The  shares  of  stock 
of  any  corporation  organized  under  the  laws  of  this  state, 
except  those  which  are  not  organized  for  pecuniary  profit, 
and  except  corporations  otherwise  provided  for  in  this  act, 
shall  be  assessed  to  the  owners  thereof,  at  the  place  where 
its  principal  business  is  transacted,  the  assessment  to  be  on 
the  value  of  such  shares  on  the  first  day  of  January  in  each 
year;  but  in  arriving  at  the  total  value  of  the  shares  of 
stock  of  such  corporations,  the  amount  of  their  capital  ac- 
tually invested  in  real  estate  owned  by  them,  either  in  this 
state  or  elsewhere,  shall  be  deducted  from  the  real  value 
of  such  shares,  and  such  real  estate  shall  be  assessed  as 
other  real  estate,  and  the  property  of  such  corporation, 
except  real  estate  situated  within  the  state,  shall  not  be 
otherwise  assessed."427  At  the  time  of  the  commencement 
of  the  suits  under  consideration,  Mr.  F.  A.  French,  an  as- 
sessor of  the  city  of  Des  Moines,  was  about  to  list  the  shares 
of  the  stock  in  the  plaintiff  companies  under  the  provisions 
of  this  act. 

The  court  held  that  the  section428  by  which  insurance 
companies  organized  under  the  laws  of  the  State  are  re- 
lieved of  all  other  taxes,  State,  county  and  local  is  contrary 
to  that  provision  of  the  Constitution  which  requires  that 
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"the  property  of  all  corporations  for  pecuniary  profit,  shall 
be  subject  to  taxation,  the  same  as  that  of  individuals".429 
The  vital  point  in  the  decision  can  best  be  presented  in 
the  words  of  Judge  Deemer.  ' '  Eeduced  to  its  last  analysis ' ', 
he  says,  "the  question  is  a  narrow  one,  and  must  find  its 
solution  in  the  construction  of  the  constitutional  provision 
relied  upon  by  appellee.  That  provision  not  only  requires 
that  the  property  of  corporations  be  taxed,  but  that  it  be 
subject  to  taxation  the  same  as  that  of  individuals.  This 
does  not  mean,  of  course,  that  the  methods  should  be  iden- 
tical, but  that  the  property  of  corporations  organized  for 
pecuniary  profit  should  assume  the  same  burdens  as  are 
placed  upon  the  property  of  individuals,  and  that  the  taxes 
should  be  for  the  same  purposes  and  objects.  It  will  not  do 
to  say  that  the  constitutional  provision  is  a  mere  grant  of 
power  to  the  legislature  to  impose  taxes  on  corporate  prop- 
erty. That  power  would  exist  in  the  absence  of  any  constitu- 
tional grant.  Indeed,  it  is  fundamental  that  a  state  constitu- 
tion is  not  a  grant  of  power,  but  a  limitation  upon  the  pow- 
ers of  government.  Generally  speaking,  a  state  may  do 
whatever  is  not  prohibited  by  its  constitution.  Morrison  v. 
Springer,  15  Iowa,  342 ;  Stewart  v.  Board,  30  Iowa,  18.  The 
language  quoted  then,  was  a  command  or  direction  to  the 
legislature  in  the  execution  of  a  power  inherent  in  it  in  vir- 
tue of  sovereignty;  and  that  was  that  taxes  levied  on  the 
property  of  corporations  shall  be  the  same  as  those  imposed 
upon  the  property  of  individuals.  In  other  words,  corpora- 
tions shall  bear  the  same  burdens  of  taxation  as  individuals, 
and  the  objects  and  purposes  of  the  tax  shall  be  the  same 
whether  levied  upon  the  property  of  an  individual  or  of  a 
corporation.  The  evident  object  of  the  constitutional  re- 
quirement was  to  secure  uniformity,  and  impose  equal  bur- 
dens upon  the  owners  of  all  property  which  was  under  the 
protecting  wing  of  the  state,  and  it  was  but  giving  emphasis 
to  that  other  provision  of  our  fundamental  law  forbidding 
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the  general  assembly  from  granting  to  any  citizen  or  class 
of  citizens  special  privileges  or  immunities."430 

In  order  to  form  a  comprehensive  and  just  estimate  of 
this  case  in  all  its  bearings  a  detailed  and  critical  study  is 
necessary.  From  such  a  study  it  appears:  first,  that  the 
court  did  not  in  any  way  interfere  with  the  right  of  the 
General  Assembly  to  adopt  different  methods  for  ascertain- 
ing values  or  to  fix  the  situs  of  property  for  purposes  of 
taxation  ;431  second,  that  the  evident  purpose  of  the  Consti- 
tution as  understood  by  the  court  is  to  subject  all  forms  of 
property  both  individual  and  corporate  to  the  same  burdens 
of  taxation,  the  central  thought  being  uniformity  of  taxa- 
tion, not  uniformity  in  method  of  assessment  ;432  and  third, 
that,  while  the  opinion,  considered  as  a  unit,  clearly  inter- 
prets the  Constitution  as  requiring  equality  of  fiscal  bur- 
dens and  nothing  more,  such  uniformity  of  taxation,  when 
applied,  is  construed  to  mean  the  duty  to  pay  certain  local 
taxes. 

In  other  words,  two  different  views  of  the  phrase  "sub- 
ject to  taxation  the  same  as  that  of  individuals"  433  appear 
in  this  case :  first,  equality  of  fiscal  burden ;  and  second,  the 
payment  of  taxes  to  the  various  units  of  government,  State, 
county,  and  local.  The  obvious  fact  that  one  form  of  prop- 
erty may  pay  all  its  taxes  to  the  State,  a  second  to  the 
county,  and,  if  desirable,  a  third  to  some  other  local  unit, 
and  the  true  principle  of  uniformity  not  be  violated,  does 
not  appear  to  be  appreciated  by  the  court.  At  least  such  a 
notion  is  not  expressed,  save  indirectly  in  the  recognition  of 
the  well  settled  fact  that  the  General  Assembly  has  the 
power  to  provide  different  methods  of  assessment  and  fix 
the  situs  of  property  for  purposes  of  taxation. 

The  interpretation  of  that  provision  of  our  Constitution 
relating  to  equality  and  uniformity  of  taxation  is  stated  by 
Judge  Deemer  in  these  words : '  *  It  is  the  provision  of  the  act 
relieving  companies  that  have  paid  a  tax  on  gross  income 
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from  all  other  state  and  local  taxes  that  is  in  issue.  Under 
our  law  the  individual  pays  taxes  for  state  purposes,  for 
county  purposes,  for  city  or  municipal  purposes,  and  for  the 
support  of  schools.  If  section  1333  is  valid  in  all  its  pro- 
visions, insurance  companies  are  not  required  to  contribute 
anything  to  the  county,  the  city,  or  the  school  district.  These 
burdens  are  removed  from  their  shoulders,  although  they 
may  have  large  interests  which  require  protection  at  the 
hands  of  the  county  and  the  city.  They  contribute  to  the 
state  fund  alone,  and  no  part  of  their  contribution  ever 
reaches  the  smaller  subdivisions  of  government. ' ' 434 

When  this  decision  was  rendered  it  received  much  at- 
tention from  the  press  of  the  State.  State  Treasurer  John 
Herriott  had  said  in  his  report,  while  the  case  was  pending, 
that,  if  the  views  of  the  lower  court  were  sustained,  it  would 
jeopardize  the  State  tax  on  telegraph,  telephone,  and  ex- 
press companies,  and  put  insurmountable  obstacles  in  the 
way  of  much  needed  tax  reforms.435 

Writing  at  the  time  the  editor  of  the  Sioux  City  Journal 
said : ' '  The  supreme  court  holds  that  the  constitution  means 
that  corporations  must  pay  taxes,  not  only  to  the  same  ex- 
tent, but  for  the  same  purposes  as  individuals;  hence  the 
law  is  held  unconstitutional.  If  it  is  unconstitutional  as  to 
insurance  companies  the  law  which  turns  the  taxes  of  tele- 
graph and  telephone  companies  into  the  state  treasury 
must  also  be  held  unconstitutional.  The  next  legislature 
will  have  to  entirely  revise  the  system  of  taxing  all  these 
classes  of  corporations."436 

Two  other  points  of  interest  are  mentioned  by  the  editor 
of  the  Sioux  City  Journal:  first,  that  Senator  Thomas  A. 
Cheshire  had  been  the  father  of  the  movement  to  annul  these 
taxation  laws;  and  second,  that  Attorney  General  Remley 
was  pleased  with  the  decision  because  it  "means  a  revision 
of  the  methods  of  taxing  railroads ' ' —  referring  to  a  ter- 
minal tax  law.  Senator  Cheshire  at  the  time  thought  that 
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a  repeal  of  these  laws  would  make  way  for  the  so-called 
Cheshire  amendment  —  a  proposition  to  tax  corporations 
on  the  market  value  of  their  stock.437 

Other  newspapers  of  the  time  placed  a  similar  construc- 
tion on  the  decision.  The  Cedar  Rapids  Republican  ob- 
served that  "the  Supreme  Court  of  Iowa  created  a  sensa- 
tion to-day  by  handing  down  a  decision  which  completely 
knocks  out  the  present  system  of  assessing  and  taxing  the 
insurance,  express,  telegraph,  telephone,  sleeping  car  and 
fast  freight  companies."438  The  Burlington  Hawk-Eye  and 
the  Iowa  State  Register  took  a  similar  view.  The  language 
of  the  latter  is  especially  clear  and  significant.  Eegarding 
the  decision  the  editor  said:  "It  holds  that  insurance  and 
kindred  corporations  are  subject  to  state,  county,  city  and 
school  taxes  just  as  individuals  are.  Their  capital  stock  and 
personalty,  by  this  holding,  are  placed  on  a  footing  with 
their  real  estate,  all  being  subject  to  the  local  tax  levies, 
which  formerly  they  escaped. ' ' 439 

Numerous  other  sources  along  the  same  line  might  be 
quoted,  but  enough  has  been  presented  to  indicate  the 
popular  estimate  of  this  important  case.  The  fact  is  that 
it  did  result  in  a  number  of  radical  changes  in  our  revenue 
laws.  A  State  system  of  taxation  for  certain  public  service 
corporations  it  was  generally  assumed  was  made  impossible 
by  one  stroke  of  the  judicial  pen.  The  movement  toward 
the  creation  of  State  revenue  sources  was  stopped,  and  in 
the  opinion  of  Mr.  Herriott,  Iowa  was  compelled  to  return 
to  the  fiscal  legislation  of  pioneer  days. 

The  fact  is,  however,  that  the  real  nature  of  this  decision 
and  of  another  along  similar  lines  written  by  the  same 
judge  44°  was  generally  misunderstood ;  and  largely  for  that 
reason,  its  importance  as  a  permanent  factor  in  determin- 
ing the  character  of  fiscal  reform  was  greatly  overestimated 
by  the  public.  There  can  be  no  doubt  that  the  able  opinion 
of  Judge  Deemer  was  fundamentally  sound  from  a  legal 


standpoint.  If  that  provision  of  the  Constitution  requiring 
the  taxation  of  corporations  on  the  same  basis  as  the  prop- 
erty of  individuals  has  any  significance,  it  means  that  all 
persons  should  contribute  to  the  support  of  government  ac- 
cording to  their  respective  abilities.  Each  should  bear  his 
proper  share  of  the  public  burdens  according  to  our  con- 
stitutional law  —  a  beneficent  principle  which  should  not  be 
violated  by  the  mere  association  of  individuals  in  a  particu- 
lar corporation.  How  to  measure  this  ability  to  pay  taxes 
will  be  a  subject  for  separate  study.441 

In  the  second  place  it  would  also  seem  to  be  obvious  that 
the  situs  of  property  has  a  very  direct  bearing  upon  the 
question  of  taxation.  Not  only  should  taxes  be  paid,  it  is 
alleged,  according  to  the  basic  principle  above  stated,  but 
they  should  be  paid  in  a  certain  district,  and  the  proceeds,  at 
least  in  part,  should  pass  to  a  certain  local  unit  of  govern- 
ment. This  view  seems  to  have  had  great  weight  with  the 
court  and  not  without  good  reason ;  for,  in  a  large  measure, 
it  is  sustained  by  an  historical  and  critical  study  of  the 
Iowa  revenue  system.  There  can  be  no  dispute  with  the 
two  fundamental  legal  doctrines  stated  by  the  court :  first, 
equitable  taxation;  and  second,  that  the  situs  of  property 
should  be  considered  in  determining  where  taxes  ought  to 
be  paid. 

But  after  granting  these  contentions  and  therefore  as- 
suming that  the  principles  of  law  as  such  have  been  cor- 
rectly interpreted,  the  question  still  remains,  what  is  meant 
by  the  situs  of  a  certain  class  of  property  and  how  should  it 
be  determined?  It  will  be  apparent  to  the  critical  reader 
that  this  is  primarily  a  question  of  economic  facts  rather 
than  of  mere  legal  opinions ;  yet  these  facts  must  be  clearly 
understood,  if  the  whole  doctrine  of  equality  and  uniformity 
of  taxation  is  to  be  anything  more  than  a  name.  The  fact 
that  principles,  legal  or  otherwise,  though  correct  in  them- 
selves, may  be  so  applied  as  to  defeat  their  own  purpose 
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and  intent,  is  a  commonplace  of  knowledge.  Such  we  believe 
is  true  of  the  important  decision  now  under  consideration. 

No  economist  would  contend  for  a  moment  that,  aside 
from  real  estate  owned,  office  buildings,  fixtures,  etc.,  the 
business  of  insurance  is  local  in  character.  From  the  stand- 
point of  the  General  Assembly  the  true  situs  of  this  business 
is  the  State  as  such  and  not  any  local  unit  of  government. 
The  mandate  of  the  Constitution  (Article  8,  Section  2), 
therefore  requires  the  exclusive  State  taxation  of  this  class 
of  business,  or  in  other  words  prohibits  the  local  taxation  of 
the  same  to  the  end  that  the  underlying  principle  of  equality 
and  uniformity  of  taxation  may  be  conserved.  It  is.  true,  as 
stated  by  the  court,  that  the  General  Assembly  has  the 
power  to  determine  the  method  of  assessment  and  fix  the 
situs  of  property  for  purposes  of  taxation;  but  it  is  also 
obvious  that,  when  a  law  is  passed  providing  for  the  ex- 
clusive State  taxation  of  local  property  or  the  local  taxation 
of  State  wide  property  or  business,  the  true  principle  of 
equality  and  uniformity  of  taxation  is  being  violated,  and 
it  is,  therefore,  the  business  of  the  court  to  annul  such  a  law 
in  order  to  comply  with  the  real  purpose  and  intent  of  the 
Constitution.  What  is  needed  most  of  all  in  this  connection 
is  not  better  legal  principles  but  a  more  thorough  and 
scientific  study  of  various  classes  of  property  and  business 
in  order  that  said  principles  may  be  correctly  applied  both 
by  the  lawmaker  and  the  jurist.  There  is  nothing  in  the 
Constitution  which  prohibits  the  exclusive  State  taxation  of 
the  business  of  insurance  or  any  other  business  or  form  of 
property  providing  the  true  situs  of  the  same  is  the  State 
itself  and  not  a  particular  locality.  On  the  contrary  both 
the  spirit  and  letter  of  the  Constitution  of  Iowa  demand 
this  form  of  taxation,  and  therefore  place  no  legitimate 
barrier  against  the  scientific  reform  of  our  revenue 
system.442 

The  relation  of  this  decision  to  the  taxation  of  certain 
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public  service  corporations  will  be  studied  in  later  chap- 
ters.443 Following  this  decision  the  General  Assembly  in 
1900  amended  the  law  relative  to  the  taxation  of  insurance 
companies  by  repealing  the  section  exempting  such  com- 
panies from  local  taxes  and  requiring  the  taxation  of  their 
real  estate  and  personal  property  together  with  their  shares 
of  capital  stock  as  provided  in  Section  1323  of  the  Code.444 
It  is  further  provided,  however,  that,  in  assessing  the  mon- 
eys and  credits  of  every  insurance  company,  corporation, 
or  association,  organized  under  the  laws  of  this  State,  ex- 
cept county  mutuals  and  fraternal  beneficiary  associations, 
not  organized  for  pecuniary  profit,  "the  assessor  shall  as- 
certain the  debts  or  liabilities,  if  any,  of  such  corporation, 
company  or  association  to  its  shareholders  or  other  persons, 
which  debts  and  liabilities  shall  be  deducted,  as  provided 
in  section  thirteen  hundred  and  eleven  (1311)  of  the  code, 
but  in  ascertaining  the  indebtedness  or  liability  of  such 
corporation,  company  or  association,  a  debt  shall  be  deemed 
to  exist  on  account  of  its  liability  on  the  policies,  certificates 
or  other  contracts  of  insurance  issued  by  it  equal  to  the 
amount  of  the  surplus  or  other  funds  accumulated  by  any 
such  corporation,  or  association,  pursuant  to  law,  its  con- 
tracts of  insurance  or  its  articles  of  incorporation  for  the 
purpose  of  fulfilling  its  policies,  certificates  or  other  con- 
tracts of  insurance,  and  which  can  be  used  for  no  other  pur- 
pose."445 

The  one  per  cent  license  tax  to  be  paid  into  the  State 
treasury  is  retained  in  the  law,  and  is  levied  on  the  gross 
receipts  from  premiums,  assessments,  fees,  etc.,  after  mak- 
ing certain  deductions.  In  other  words,  the  law  is  so  framed 
that  assets  are  offset  by  liabilities  thus  practically  exempt- 
ing Iowa  companies  from  local  taxation.  Insurance  business 
is  of  such  a  character  that  assets  can  easily  be  cancelled  by 
liabilities,  the  whole  process  being  simply  one  of  sub- 
traction. The  House  of  Eepresentatives  hurried  the  bill 
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through  without  amendment  in  order  to  relieve  insurance 
companies  from  additional  taxation  under  the  decision  of 
the  Supreme  Court  above  outlined.446  For  reasons  already 
outlined  no  other  sane  course  was  open  to  the  General 
Assembly. 

Since  1900  a  number  of  amendments  have  been  made 
which  should  be  briefly  noted.  In  1902  the  rate  on  the  gross 
amount  of  premiums  received  by  foreign  insurance  com- 
panies was  decreased  from  three  and  one-half  to  two  and 
one-half  per  cent.447  Four  years  later  an  act  was  passed 
exempting  from  taxation  the  funds  of  fraternal  beneficiary 
associations.448  The  Thirty-second  General  Assembly  passed 
two  acts  relative  to  the  taxation  of  fire  insurance  companies. 
Foreign  companies  doing  a  fire  insurance  business  are  allow- 
ed to  deduct  from  the  gross  amount  of  premiums  received 
the  amount  of  premiums  returned  on  cancelled  policies 
issued  upon  property  situated  in  this  State.449  Domestic 
companies  are  also  permitted  to  make  similar  deductions.450 

One  more  Supreme  Court  decision  should  be  mentioned 
before  concluding  this  narrative,  namely  The  Iowa  Mutual 
Tornado  Insurance  Association  vs.  Gilbertson,  State  Treas- 
urer*^ In  this  case  the  court  held  that  the  license  tax  on 
mutual  insurance  companies  is  not  unconstitutional  because 
county  mutuals  not  organized  for  pecuniary  profit  are  ex- 
empted. The  distinction  between  county  and  State  mutuals 
was  considered  to  be  a  valid  classification  for  purposes  of 
taxation.452 

Such  is  a  brief  review  of  the  history  of  the  taxation  of 
insurance  companies  in  Iowa.  A  special  method  of  assess- 
ment and  taxation  was  early  devised  for  this  class  of  cor- 
porations. In  the  Code  of  1851  there  are  provisions  for  the 
taxation  of  insurance  companies,  one  per  cent  for  county 
purposes  and  one  per  cent  for  State  purposes,  on  the 
amount  of  premiums  taken  by  them  during  the  previous 


year.  The  same  law  prevailed  until  1868,  when  a  new  act 
was  passed  imposing  a  ten  per  cent  tax  on  premiums  ex- 
clusively for  State  purposes,  such  tax  to  be  in  lieu  of  all 
other  taxes  save  those  on  real  property. 

Under  this  act  the  Supreme  Court  held  that  a  city  had 
no  right  to  tax  the  premiums  of  an  insurance  company  by 
virtue  of  the  power  conferred  in  its  charter  to  tax  all  real 
and  personal  property  within  its  jurisdiction.  The  law, 
however,  was  again  changed  in  1872,  when  retaliatory  legis- 
lation was  enacted  imposing  a  list  of  discriminating  fees 
on  foreign  companies  and  in  addition  a  tax  of  two  and  one- 
half  per  cent  on  gross  premiums  in  lieu  of  other  taxes,  State 
and  local.  Joint  stock  and  mutual  companies  organized  in 
Iowa  were  exempted  from  the  tax  on  gross  premiums. 

This  law  remained  in  force  until  the  enactment  of  the 
Code  of  1897.  In  the  meantime  a  decision  was  handed  down 
by  the  Supreme  Court  of  great  importance  to  home  com- 
panies. It  was  held  that  the  assets  of  a  life  insurance  com- 
pany, consisting  of  cash  and  cash  items,  municipal  bonds 
and  warrants,  securities  for  loans,  notes  taken  for  premi- 
ums, etc.,  were  taxable  as  moneys  and  credits.  But,  for- 
tunately for  home  companies,  it  was  further  stipulated  that 
the  debts  which  might  be  deducted  should  include,  first,  the 
average  amount  each  stockholder  would  be  entitled  to 
receive  from  a  present  distribution,  and  second,  the  amount 
owed  to  policy  holders  represented  by  the  legal  reserve 
fund.  In  other  words  —  thanks  to  the  judicial  pen  —  assets 
were  cancelled  by  liabilities  and  therefore  said  companies 
were  practically  exempt  from  local  taxation. 

The  Code  of  1897  recognized  four  distinct  classes  of  in- 
surance companies  from  the  standpoint  of  taxation:  first, 
those  organized  in  foreign  countries  and  taxed  three  and 
one-half  per  cent  on  gross  premiums ;  second,  those  organ- 
ized in  other  States  of  the  Union,  and  taxed  two  and  one- 
half  per  cent  on  gross  premiums ;  third,  county  mutuals  and 
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fraternal  beneficiary  associations  which  were  exempt  from 
taxation ;  and  finally,  the  residual  claimant  class  which  was 
required  to  pay  one  per  cent  on  the  gross  amount  of  assess- 
ment, fees,  dues,  or  premiums  for  business  done  in  Iowa 
after  deducting  the  amounts  paid  for  losses  and  premiums 
returned.  Such  taxes  were  paid  into  the  State  treasury, 
and  were  in  lieu  of  all  other  taxes,  State  and  local,  except 
taxes  on  real  estate  and  special  assessments.  This  act  will 
be  remembered  as  a  masterpiece  of  aimless  fiscal  dis- 
crimination which  could  have  but  one  logical  result  —  retal- 
iatory legislation  in  other  States. 

Nevertheless  the  classification  was  sustained  by  the 
Supreme  Court  on  the  ground  that  the  tax  was  not  levied 
on  property  but  was  rather  in  the  nature  of  a  license  tax 
imposed  as  a  condition  to  doing  business  in  this  State.453  A 
second  decision  held  that  the  provision  exempting  insurance 
companies  from  local  taxation  was  contrary  to  that  clause 
of  our  Constitution  requiring  all  corporations  doing  busi- 
ness for  pecuniary  profit  to  be  subject  to  taxation  on  the 
same  basis  as  the  property  of  individuals.  The  force  of 
this  decision,  however,  was  promptly  nullified  by  the  Gen- 
eral Assembly  which  passed  an  act  in  1900  repealing  the 
exemption  clause  but  accomplishing  the  same  purpose  by 
framing  the  law  so  that  assets  would  be  offset  by  liabilities 
for  purposes  of  assessment  and  taxation. 

Since  1897  the  rate  on  the  gross  premiums  of  insurance 
companies  organized  in  foreign  countries  has  been  reduced 
to  two  and  one-half  per  cent,  acts  have  been  passed  relative 
to  the  taxation  of  fire  insurance  companies,  and  a  license 
tax  on  State  mutuals  has  been  sustained  by  the  Supreme 
Court. 


VIII 
THE  TAXATION  OF  EXPEESS  COMPANIES 

The  first  law  relative  to  the  taxation  of  express  com- 
panies was  passed  in  1868  and  bore  the  title  "An  Act  in 
relation  to  Kevenue  and  Taxing  the  Property  of  Express 
Companies  and  Telegraph  Companies."454  In  the  early 
history  of  the  State  and  during  the  Territorial  period 
revenue  was  collected  from  corporations  doing  an  express 
business  under  the  general  property  tax.  Later  such  cor- 
porations could  be  taxed  through  the  shares  of  the  stock- 
holders.453 

The  law  of  1868  provided  a  unique  method  of  taxing  ex- 
press and  telegraph  companies.  The  property  of  such  com- 
panies was  to  be  listed  as  personal  property  "in  the  town- 
ship, incorporated  town,  or  city  where  such  company  or 
corporation  shall  have  an  office  for  the  transaction  of  its 
business"456  and  assessed  at  the  same  rate  as  other  personal 
property  in  the  hands  of  individuals  of  the  State.  The  law 
further  stipulated  the  exact  method  of  ascertaining  the 
amount  of  personal  property,  which  was  to  be  equal  to  forty 
per  cent  of  the  total  gross  receipts  "accruing  from  the 
business  and  earnings  of  such  company  for  the  year  ending 
on  the  first  day  of  January  next  preceding."457  The  tax 
thus  determined  was  to  be  collected  through  the  various 
agents  of  the  companies.  It  was  finally  provided  that  "all 
real  and  personal  property  owned  by  any  express  com- 
pany, or  telegraph  company,  in  this  State  shall  be  subject 
to  State,  county,  and  municipal  taxes,  to  the  same  extent, 
according  to  the  value,  as  other  real  estate  is  taxed".458 

Two  years  later  the  act  of  1868  was  repealed,  and  it  was 
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provided  * '  that  all  property,  real  and  personal,  in  the  State, 
owned  by  telegraph  and  express  companies,  shall  be  listed 
and  assessed  for  taxation,  and  shall  be  subject  to  the  same 
levies,  as  property  belonging  to  individuals".459  The  same 
provision  is  contained  in  the  Code  of  1873.™° 

This  meant  the  general  property  tax  again  applied  to  the 
companies  under  consideration.  That  it  soon  proved  to  be 
a  failure  is  evident  from  an  examination  of  the  Auditor's 
report  for  1875.  The  Auditor  explains  the  object  of  the 
law  to  be  to  secure  uniform  taxation,  and  he  complains  that 
local  assessors  are  not  able  to  reach  the  property  of  certain 
corporations.  His  words  are  significant  and  should  be  care- 
fully weighed. 

"The  object  of  the  law",  writes  the  Auditor,  "is  to  secure 
uniform  taxation  of  all  property  within  the  State  that  is  a 
proper  subject  thereof,  without  regard  to  ownership  or  con- 
dition. It  is  a  well-known  fact,  however,  that  certain  kinds 
of  property  in  the  State  almost  wholly  escape  taxation;  and 
this,  not  because  of  the  fault  of  the  assessor,  but  rather  on 
account  of  the  impracticability  of  assessment  as  required. 
Conspicuous  in  this  regard  is  the  property  of  the  various 
Telegraph,  Express,  and  Pullman  Car  Companies,  and  Fast 
Freight  lines,  which  to  a  very  large  extent  is  in  constant  use 
in  the  State,  yielding  large  revenues  to  the  proprietors,  and 
yet  almost  entirely  escapes  contributing  a  due  proportion 
to  defray  the  expenses  of  the  government  which  protects  this 
same  property  to  its  owners.  Under  our  present  system  this 
matter  is  entirely  in  the  hands  of  the  township  and  local  as- 
sessors, the  majority  of  whom  can  not,  in  the  very  nature 
of  things,  fix  an  approximately  correct  valuation  upon  such 
kinds  of  property.  The  fact  is,  it  is  but  rarely  attempted. 
The  people,  generally,  are  not  familiar,  either  with  the  cost 
of  construction,  nor  the  expense  of  operation,  nor  the 
revenues  derived  therefrom,  and  as  a  result  the  vast 
interests  and  capital  concentrated  in  such  property  are 
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disregarded  in  assessment,  and  the  local  and  State  govern- 
ment deprived  of  legitimate  revenue.  There  is  no  good 
reason  why  these  companies  should  not  be  made  to  bear 
their  just  proportion  of  the  taxation  of  the  country.  Would 
not  the  desired  result  be  attained,  if  such  corporations 
and  property  were  assessed  in  the  same  general  manner 
as  is  now  done  with  railways,  and  either  a  general  levy 
be  made  by  the  same  authority  and  the  tax  collected  there- 
on apportioned  to  the  counties  entitled  thereto,  or  the  as- 
sessment be  certified  as  with  the  railways,  and  taxes  levied 
b%y  the  local  authorities?  No  doubt  there  are  other  kinds 
of  property  which  should  be  mentioned  equally  with  those 
above,  that  escape  the  vigilance  of  the  assessor  for  like 
reasons.  It  is  estimated  that  over  one-third  the  wealth 
of  the  country  contributes  little  or  nothing  towards  the 
expenses  of  government.  Any  and  every  movement  on  the 
part  of  the  proper  authorities,  in  the  general  direction  in- 
dicated, would  be  a  step  in  the  right  direction,  and  an  earn- 
est of  intention  to  compel  every  species  of  property  to  bear 
its  just  proportion  of  the  public  burden."461 

At  the  present  day  no  well  informed  person  would  doubt 
the  truth  of  these  statements.  Local  assessment  proved  a 
failure  in  Iowa  more  than  a  generation  ago  not  only  for  ex- 
press companies  but  also  for  all  other  State  wide  public  ser- 
vice corporations.  This  was  true  for  the  obvious  reason  that 
local  officials  in  the  very  nature  of  things  could  not  ascertain 
the  cost  of  construction,  expense  of  operation,  and  revenues 
enjoyed  by  such  corporations,  data  without  which  no  in- 
telligent assessment  is  possible.  How  the  Executive  Coun- 
cil now  deals  with  this  same  problem  will  appear  later. 

Nothing  of  importance  was  done,  however,  relative  to  the 
taxation  of  express  companies  for  nearly  a  quarter  of  a  cen- 
tury. In  1896  Senator  Funk  introduced  a  bill462  defining 
express  companies  and  providing  that  such  companies  be 
required  to  pay  two  dollars  for  every  one  hundred  dollars 
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of  their  gross  receipts.  Considerable  discussion  followed. 
Hearings  were  granted  to  the  agents  of  express  companies 
and  an  agreement  was  reached  to  fix  the  rate  at  one  dollar 
for  every  one  hundred  dollars  of  gross  receipts.  "We  have 
found  that",  said  Senator  Funk,  "comparatively  speaking, 
the  assessor  has  been  able  to  find  no  property  whatever  in 
this  state  on  which  they  can  compel  them  to  pay  taxes." 463 
The  bill  passed  with  little  opposition  and  was  approved 
April  14,  1896.464 

Briefly  stated  the  law  simply  provides  a  one  per  cent  tax 
on  gross  receipts  plus  a  taxation  of  their  tangible  property 
in  the  manner  that  other  tangible  property  is  assessed  and 
taxed.  No  change  of  rate  appears  in  the  Code  of  1897 ; 465 
but  in  1898  the  tax  was  increased  to  two  dollars  for  every 
one  hundred  dollars  of  gross  receipts  as  provided  in  the 
original  Funk  bill  introduced  in  1896.466 

While,  however,  these  changes  were  taking  place  another 
movement  was  on  foot  to  provide  an  entirely  new  system 
of  taxing  express  companies  and  certain  other  public  service 
corporations.  The  leader  of  this  movement,  which  took 
definite  shape  as  early  as  1897,  was  Senator  Thomas  A. 
Cheshire.  The  decision  of  the  Supreme  Court  in  the  case 
of  Hawkey e  Insurance  Co.  vs.  French^  which  required  or 
appeared  to  require  certain  public  service  corporations  to 
pay  not  only  State  but  also  county  and  local  taxes,  seemed 
to  necessitate  a  complete  change  in  the  system  of  taxing  ex- 
press companies.  In  fact  Senator  Thomas  A.  Cheshire,  the 
author  of  the  new  series  of  bills  for  taxing  express,  tele- 
phone, and  telegraph  companies,  had  been  very  active  in  his 
efforts  to  overthrow  the  old  gross  receipts  State  system.468 

The  new  bill  providing  for  the  taxation  of  express  com- 
panies introduced  in  1900469  was  quite  similar  to  our  present 
railroad  tax  law.470  The  unit  rule  of  valuation  was  to  be 
applied  on  a  somewhat  different  basis,  but  the  method  of 
tax  distribution  is  essentially  the  same.  Under  the  pro- 
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visions  of  this  bill  an  elaborate  report  is  required  showing 
the  name  of  the  company,  principal  place  of  business,  num- 
ber of  shares  of  stock,  together  with  the  par,  market,  actual, 
or  face  value  of  the  same,  and  many  other  items.471 

Such  a  report  being  placed  before  the  Executive  Council 
by  the  Auditor  of  State  together  with  any  further  informa- 
tion which  may  be  required,  it  becomes  the  duty  of  the  Coun- 
cil, as  outlined  in  the  fourth  section  of  the  bill,  to  ascertain, 
first,  the  actual  value  of  the  entire  property  of  express  com- 
panies, and  second,  the  actual  value  of  their  property  within 
the  State  after  deducting  "the  actual  value  of  all  the  real 
estate,  structures,  machinery  and  appliances  within  the 
state  that  are  subject  to  local  taxation  within  the  counties, 
towns,  and  other  assessment  districts".  The  value  thus 
ascertained  is  to  be  distributed  among  the  counties  on  a  pro 
rata  mileage  basis  and  re-distributed  by  the  county  boards 
of  supervisors  in  the  same  manner  among  the  local  taxing 
districts  of  each  county. 

In  view  of  the  controversy  which  followed  relative  to  the 
method  of  assessment  applied  to  express  companies  as  out- 
lined in  this  important  bill,  it  may  be  well  to  state  briefly  the 
exact  steps  in  the  process.  In  the  first  place  the  total  value 
of  an  express  company  is  to  be  determined  by  adding  to  the 
market  value  of  the  stock  the  aggregate  amount  of  the 
bonded  debt  or  mortgages.  Then  from  the  gross  actual 
value  of  the  property  thus  ascertained  is  deducted  the  actual 
value  of  the  several  pieces  of  real  estate  situated  without 
the  State  and  not  used  in  the  general  business  of  the  com- 
pany. Thereupon  the  executive  council  shall  next  ascer- 
tain the  actual  value  of  the  property  of  such  real  estate 
without  the  state,  which  the  length  of  the  routes  within  the 
state  of  Iowa,  bears  to  the  whole  length  of  the  routes  of  such 
company,  and  such  amount  so  ascertained,  shall  be  con- 
sidered and  taken  to  be  the  entire  actual  value  of  the  prop- 
erty within  the  state.  Finally,  from  this  amount  is  de- 
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ducted  the  actual  value  of  all  real  estate,  structures, 
machinery,  and  other  appliances  within  the  State  subject  to 
local  taxation,  and  the  remainder  is  distributed  on  a  pro 
rata  mileage  basis  the  same  as  railroad  property.472 

No  serious  opposition,  however,  was  made  directly  to  the 
express  company  bill;  but  a  long  controversy  was  waged 
over  the  telephone  and  telegraph  bills,  which  were  also  in- 
troduced by  Senator  Cheshire.473  The  result  was  that  the 
bill  providing  for  the  taxation  of  express  companies  was 
indirectly  brought  into  the  debate.  The  chief  argument 
urged  against  the  bill  was  that  the  unit  rule  of  valuation 
was  so  applied  as  to  include  property  for  taxation  which 
actually  belonged  outside  the  State.  It  was  also  claimed 
that  the  hard  and  fast  method  of  valuation  was  a  discrim- 
ination against  express  companies,  and  that,  including  the 
value  of  the  stock,  plus  the  value  of  the  bonds,  plus  the  real 
estate,  machinery,  instruments,  etc.,  it  amounted  to  double 
taxation. 

On  the  other  hand,  the  chief  merit  claimed  for  the  bill  was 
that  it  reached  intangible  values.  "The  merit  claimed  for 
the  Cheshire  plan  of  taxation",  wrote  the  editor  of  the  Iowa 
State  Register,  "is  that  it  assures  taxation  on  intangible 
values.  If  a  company  owns  a  valuable  franchise,  it  cannot 
be  reached  for  taxation  except  in  some  such  way.  Taxation 
on  gross  or  net  earnings  is  uncertain,  because  these  may 
vary  widely,  even  when  the  company  is  equally  prosperous. 
But  the  value  of  shares,  reflected  in  the  market  quotations 
is  a  sure  guide,  and  hence  it  is  adopted. ' ' 474  It  was  also 
urged  that  express  companies  had  evaded  practically  all 
taxation  for  thirty  years,  and  that  unless  the  bill  was  passed 
the  State  would  continue  to  lose  a  large  amount  of 
revenue.475 

During  the  course  of  the  debate  which  followed,  four  im- 
portant amendments  were  introduced,  only  one  of  which 
was  adopted.  These  amendments  and  the  discussion  relative 
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thereto  will  enable  the  reader  better  to  understand  the  bill 
as  introduced  and  the  law  itself  as  finally  passed.  The 
original  bill,  as  amended  by  the  sub-committee,  provided  for 
reports  from  express  companies  to  the  Executive  Council  of 
"real  estate,  improvements  thereon,  bonds,  mortgages  and 
other  property  situated  outside  of  the  state  and  used  ex- 
clusively outside  the  business  with  a  specific  description  of 
the  bonds,  mortgages  and  other  personal  property,  the  cash 
value  of  it,  the  purposes  of  its  use  and  where  kept,  the  real 
estate  and  where  located,  its  actual  value",  etc.  Senator 
W.  B.  Lewis  proposed  to  strike  out  these  words  and  insert 
the  following :  ' '  The  true  cash  value  of  all  its  real  estate 
and  personal  property  including  money  and  credits  with- 
out the  state  of  Iowa  and  not  used  in  the  express  business 
of  such  express  company."476  The  real  purpose  of  this 
amendment  is  evident.  It  was  to  prevent  what  was  so  fre- 
quently referred  to  as  the  importation  of  values  actually 
located  in  other  States. 

After  considerable  debate  this  amendment  was  defeated 
by  a  viva  voce  vote.  Senator  Lewis  then  introduced  a  second 
amendment  to  strike  out  that  portion  of  the  bill  requiring 
the  Council  to  ascertain  the  valuation  of  express  companies 
by  adding  to  the  market  value  of  the  stock,  the  mortgages 
and  bonds.  This  was  necessary  he  said  in  order  to  avoid 
double  taxation.  Senator  J.  M.  Junkin  made  an  effective 
reply  to  this  argument,  and  the  amendment  was  voted  down 
without  a  roll  call.477  In  the  course  of  the  debate  Senator 
Junkin  said  that  he  feared  that  some  "little  magician"  had 
caused  the  Senator  from  Poweshiek  to  form  a  misconception 
of  the  bill  under  consideration.  He  alleged  that  even  in  the 
written  objections  filed  by  the  express  companies  no  such 
double  taxation  argument  appeared. 

A  third  amendment,  however,  was  adopted  without  op- 
position. It  was  offered  by  Senator  W.  C.  Hayward,  who 
moved  to  insert  "market  value"  instead  of  "amount"  of 
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mortgages.  The  fourth  amendment  was  offered  by  Senator 
G.  W.  Ball  and  required  the  assessment  of  the  intangible 
property  of  express  companies  according  to  the  proportion 
of  the  actual  value  to  the  tangible  value.  In  other  words,  if 
a  company  had  a  total  value  of  $10,000,000,  three-fifths  of 
which  was  tangible  and  the  remainder  intangible,  and 
$4,000,000  of  the  tangible  property  was  located  in  Illinois 
and  only  $2,000,000  in  Iowa,  then  Senator  Ball  would  con- 
tend that  only  one-half  as  much  of  the  intangible  value 
would  be  assessed  and  taxed  in  Iowa  as  is  assessed  and 
taxed  in  Illinois.  Senator  Cheshire  opposed  this  plan,  say- 
ing that  if  it  prevailed,  "Iowa  could  only  assess  and  tax 
the  horses  and  wagons  which  the  express  companies  own, 
and  their  safes." 478  The  amendment  was  lost. 

The  bill  finally  passed  the  Senate  with  only  one  vote  in 
opposition,  that  of  Senator  Lewis.479  It  was  approved  and 
became  a  law  April  7,  1900,  essentially  as  it  had  been  in- 
troduced by  Senator  Cheshire.  The  law,  briefly  stated,  pro- 
vides for  an  elaborate  report  by  the  express  companies  to 
the  Executive  Council,  valuation  according  to  the  "unit 
rule"  by  the  Council  and  the  distribution  of  the  value  thus 
determined  among  the  various  counties  on  the  pro  rata  mile- 
age basis,  redistribution  of  the  same  among  the  local  units 
by  the  county  boards  of  supervisors,  and  finally  taxation  by 
State,  county,  and  local  districts  on  the  same  basis  as  the 
property  of  individuals.  It  has  already  been  pointed  out 
that  the  chief  objection  made  to  the  measure  was  that  the 
"unit  rule"  was  applied  in  such  a  manner  as  to  tax  property 
in  Iowa  which  in  reality  belonged  in  other  States. 

Some  minor  changes  in  the  law  were  made  in  1902  ;480  and 
in  1907  an  important  amendment  was  adopted  relative  to  the 
method  of  valuation  by  the  Executive  Council.  In  as- 
certaining the  actual  value  of  the  property  of  an  express 
company  within  the  State  of  Iowa  it  is  provided  that  the 
Executive  Council  shall  determine  "the  actual  value  of  that 
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part  of  its  property,  if  any,  without  the  state  which  cannot 
lawfully  be  considered  in  determining  the  mileage  value  of 
its  routes".481  Provision  is  finally  made  for  deducting  the 
value  of  sea  or  ocean  routes ;  and  in  carrying  on  this  work 
much  latitude  is  given  the  Executive  Council.482  It  thus  ap- 
pears that  after  a  few  years  of  amending  through  the  in- 
structive process  of  elimination  by  addition,  very  little 
remains  of  " imported  values" — at  least  one  would  judge 
this  to  be  the  case  from  an  examination  of  the  assessment 
of  express  companies  recently  set  forth  by  the  Executive 
Council. 

In  order  that  the  true  character  of  the  law  relative  to  the 
taxation  of  express  companies  may  be  fully  understood,  a 
number  of  statistical  tables  have  been  prepared  showing 
the  assessed  valuation  of  the  four  leading  express  compa- 
nies as  determined  by  the  Executive  Council  in  1909,  and  the 
method  of  distributing  the  same  among  the  cities  and  other 
taxing  district  of  the  State.  As  already  stated  the  method 
of  tax  distribution  for  express  companies  is  similar  to  that 
employed  in  the  case  of  railroad  property.  The  chief  dif- 
ferences lie  in  the  method  of  valuation,  not  of  tax  distribu- 
tion. 

Table  IX 483  shows  the  assessed  valuation  of  the  Adams 
Express  Company  as  fixed  by  the  Executive  Council  on  July 
21,  1909,  and  distributed  among  the  various  counties  of  the 
State  in  which  the  company  operates.  It  appears  that  the 
assessed  value  was  fixed  at  thirty-five  dollars  per  mile.  The 
table  shows  the  number  of  miles  in  each  county  and  the  as- 
sessed valuation  thereof,  which  is  in  turn  redistributed  by 
the  county  boards  of  supervisors  among  the  lesser  taxing 
districts  of  each  county.  The  total  assessed  value  is  not  a 
large  sum  ($79,403.89)  when  one  considers  the  great  volume 
of  business  transacted  by  the  company.  The  assessed  value 
in  specific  counties  should  also  be  carefully  noted.  It  is  as 
follows  in  selected  counties :  in  Polk,  $1,094.55 ;  in  Wright, 
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TABLE  IX488 

STATEMENT  OF  ASSESSMENTS  OF  EXPRESS  PBOPEBTY  AS  FIXED  BY 
THE  EXECUTIVE  COUNCIL,  JULY  21,   1909,  BY  COUNTIES 

ADAMS  EXPRESS  COMPANY 


COUNTY 

Miles  of  Road 

Assessed  Value 
Per  Mile 

Total  Assess- 
ed Value 

Adair        

29.822 

$35.00 

$1,043  77 

29.862 

35.00 

1  045  17 

Appanoose  

66.00 

35.00 

2,310.00 

Boone  

27.48 

35.00 

961  SO 

Buena  Vista  

20.12 

35.00 

704  20 

Cass  

13.652 

35.00 

477  82 

Cerro  Gordo   .    . 

24.351 

35.00 

852  29 

Clarke  

46.42 

35.00 

1,624.70 

Clay  

26.55 

35.00 

929.25 

Clinton  

9.12 

35.00 

319.20 

Dallas  

26.98 

35.00 

944  30 

Davis  

15  45 

35.00 

540.75 

Decatur  

96.712 

35.00 

3,384.92 

Des  Moines  

40.046 

35.00 

1,401.61 

Dickinson  

7.92 

35.00 

277.20 

Dubuque  

.532 

35.00 

18.62 

Emmet  

18.93 

35.00 

662.55 

Franklin  

42.931 

35.00 

1,502.58 

Fremont  

61.663 

35.00 

2,158.21 

Greene  

23.06 

35.00 

807.10 

Hancock  

38.796 

35.00 

1,357.86 

Hardin  

28.769 

35.00 

1,006.91 

Henry  

75.631 

35.00 

2,647.09 

Humboldt  

29.75 

35.00 

1,041.25 

Jasper  

33.202 

35.00 

1,162.07 

Jefferson  

57.162 

35,00 

2,000.67 

Keokuk  

39.799 

35.00 

1,392.96 

Kossuth  

22.351 

35.00 

782.29 

Lee  

112.576 

35.00 

3,940.16 

Louisa  

47.245 

35.00 

1,653.57 

Lucas  

49.645 

35.00 

1,737.58 

Madison  .        

12.379 

35.00 

433.26 

Mahaska  

73.318 

35.00 

2,566.13 

Marion  

40.007 

35.00 

1,400.25 

Marshall  

65.59 

35.00 

2,295.65 

Mills  

73.777 

35.00 

2,582.19 

Monroe  

63.247 

35.00 

2,213.65 

Montgomery  

48.427 

35  00 

1,694.94 

Muscatinc  .    .                .          .... 

7.72 

35  00 

270.20 

Page  

81.6823 

35.00 

2,858.88 

Palo  Alto  

20.49 

35.00 

717.15 

Pocahontas  

16.74 

35  00 

585.90 

Polk  

31.273 

35  00 

1,094.55 

Pottawattamie.  .  . 

17.58 

35.00 

615.30 
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COUNTY 

Miles  of  Road 

Assessed  Value 
Per  Mile 

A 

• 

li 

—  ,  <t 

a  > 
Ijj 

36  591 

$35  00 

$1  280  68 

55  91 

35  00 

1  956  85 

Scott                        

24  79 

35  00 

867  65 

Story                             

19  50 

35  00 

682  50 

Tavlor      .                      .          

55  008 

35  00 

1  925  28 

Union  

43  673 

35  00 

1  528.56 

Van  Buren  

42  05 

35  00 

1  471.75 

Wapello  

26  723 

35  00 

935  30 

Warren             

56  492 

35  00 

1  977  22 

Washington  

38  613 

35  00 

1,351.46 

Wayne  

36  693 

35  00 

1,284.25 

Webster  

67  68 

35  00 

2,368.80 

Winnebago  

20  91 

35  00 

731.00 

Worth  

13  861 

35  00 

485.13 

Wright  

15.456 

35.00 

540.96 

Totals... 

2.268.7073 

S79.403.89 

$540.96;  in  Adair,  $1,043.77;  in  Boone,  $961.80;  and  in  Lee, 
$3,940.16. 

The  writer  has  no  means  of  knowing  to  what  extent  these 
figures  represent  the  true  value  of  the  Adams  Express  Com- 
pany in  Iowa.  The  property  of  express  companies  is  largely 
intangible,  and  therefore  more  or  less  elusive.  It  consists 
of  the  right  to  do  business  over  certain  lines  of  railroad  or 
ocean  routes,  and  under  certain  conditions.  Before  the 
value  of  such  a  corporation  can  be  ascertained,  where  the 
franchise  as  such  is  the  vital  and  paramount  consideration, 
it  is  necessary  to  determine  the  gross  income  and  cost  of 
operation.  In  this  case  we  refer  especially  to  the  gross  in- 
come and  cost  of  operation  on  Iowa  business  as  far  as  such 
facts  can  be  determined.  Something  approaching  this 
method  was  pursued  under  the  law  of  1868,  save  that  cost 
of  operation  was  arbitrarily  fixed  at  sixty  per  cent  of  the 
gross  receipts. 

It  would  be  interesting  to  know  the  true  value  of  the 
Adams  Express  Company  in  Iowa,  or,  to  state  the  problem 
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TABLE  X484 

STATEMENT  OP  ASSESSMENTS  OF  EXPRESS  PROPERTY  AS  FIXED  BY 
THE  EXECUTIVE  COUNCIL  JULY  ai,  1909,  BY  COUNTIES 

AMERICAN  EXPRESS  COMPANY 


COUNTY 

Miles  of  Road 

Assessed  Value 
Per  Mile 

Total  Assess- 
ed Value 

Audubon  

11.99 

$40.00 

$479.60 

Hen  ton  

27.74 

40.00 

1,109.60 

Black  Hawk  

41.44 

40.00 

1  657  60 

Boone  

67.15 

40.00 

2  686  00 

19.44 

40.00 

777  60 

Buchanan  

24.56 

40.00 

982.40 

Buena  Vista  

49.17 

40.00 

1  966  80 

Butler  

55.52 

40.00 

2  220  80 

Calhoun  

77.93 

40.00 

3  117  20 

Carroll  

60.18 

40.00 

2  407  20 

Cedar  

33.48 

40.00 

1.339.20 

Cerro  Gordo  ;  .  . 

44.83 

40.00 

1  793.20 

Cherokee  

57.21 

40.00 

2  288.40 

Chickasaw  

7.01 

40.00 

280  40 

Clay  

5.70 

40.00 

228  00 

Clinton  

84.447 

40  00 

3  377  88 

Crawford  

112  98 

40  00 

4  519  20 

Delaware  

38.53 

40.00 

1  541.20 

Dubuque  

30.42 

40.00 

1  216  80 

Emmet  

18.78 

40.00 

751  20 

Floyd  

19.20 

40  00 

763.00 

Franklin  

26.23 

40.00 

1,049.20 

Greene  <  

25.30 

40.00 

1,012.00 

Grundy  

31.26 

40.00 

1  250.40 

Hamilton  

81.442 

40  00 

3  257.68 

Hardin  

102  19 

40  00 

4  087  60 

Harrison  

105  27 

40  00 

4  210  80 

Humboldt  

35.14 

40.00 

1,405.60 

Ida  

40.38 

40.00 

1,615.20 

Jackson  

14.60 

40.00 

584.00 

Jasper  

20  25 

40  00 

810.00 

Johnson  

18  32 

40  00 

732  80 

Jones  

22  98 

40  00 

919  20 

Keokuk  

16  89 

40  00 

675  60 

Kossuth  

58  26 

40  00 

2  330.40 

Linn  

66  47 

40  00 

2  658.80 

Lyon  

41  70 

40  00 

1  668  00 

Mahaska  

32  81 

40  00 

1  312  40 

Marshall  

25  99 

40  00 

1  039  60 

Mitchell  

30  65 

40  00 

1  226  00 

Monona  

86  17 

40  00 

3  446.80 

Monroe  

2  40 

40  00 

96  00 

O'Brien  

59  28 

40  00 

2  371  20 

Osceola  

17.98 

40.00 

719.20 
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COUNTY 

Miles  of  Road 

Assessed  Value 
Per  Mile 

Total  Assess- 
ed Value 

Palo  Alto     

2.74 

40.00 

109.60 

52.31 

40.00 

2,092.40 

33  95 

40  00 

1,358.00 

Polk       

77  293 

40  00 

3,091.72 

41  34 

40  00 

1,653.60 

27  21 

40  00 

1,088.40 

Sac  

88.38 

40.00 

3,535.20 

Scott  

22.195 

40  00 

887.80 

Shelby                 

18  72 

40  00 

748.80 

Sioux  

64.23 

40  00 

2,569.20 

Story  

104.334 

40  00 

4,173.36 

Tama    

77.92 

40  00 

3,116.80 

Webster  

111.72 

40  00 

4,468.80 

Winnebago   

11  43 

40  00 

457.20 

Woodbury       

100  53 

40  00 

4,021.20 

Worth  

13.78 

40  00 

551.20 

Wright  

23.85 

40.00 

954.00 

Totals  

2.721.601 

$  108,864.04 

in  a  better  form,  the  value  obtained  by  capitalizing  the  net 
income  enjoyed  by  this  company  on  Iowa  business.  To  be 
sure  this  is  not  a  simple  problem ;  but  the  average  taxpayer 
would  none  the  less  appreciate  the  information.  It  is  one  of 
the  many  problems  which  should  be  carefully  investigated 
by  a  tax  commission.  This  should  be  done  in  justice  to  other 
corporations  which  may  be  paying  relatively  higher  taxes — 
we  say  may  advisedly,  because  only  a  thorough  and  im- 
partial investigation  would  reveal  the  facts — and  also  in 
justice  to  the  general  property  of  the  State. 

Table  X 484  shows  the  assessed  valuation  of  the  American 
Express  Company  which  was  fixed  at  forty  dollars  per  mile. 
The  total  mileage  appears  to  be  2,721.601,  and  total  assessed 
valuation  $108,864.04.  The  mileage  and  assessed  valuation, 
which  it  will  be  observed  varies  widely  in  the  different  coun- 
ties, may  be  found  for  any  particular  county  by  referring 
to  the  table.  For  example,  Clay  County  has  5.70  miles  of 
line  with  an  assessed  valuation  of  $228.00,  while  Crawford 
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TABLE 

STATEMENT  OF  ASSESSMENTS  OP  EXPRESS  PROPERTY  AS  FIXED  BY 
THE  EXECUTIVE  COUNCIL,  JULY  21,   1909,  BY  COUNTIES 

UNITED  STATES  EXPRESS  COMPANY 


COUNTY 

Miles  of  Road 

Assessed  Value 
Per  Mile 

Total  Assess- 
ed Value 

8  52 

$35  00 

$298  20 

Allamakee  

64  55 

35  00 

2  259  25 

Appanoose  

52  23 

35  00 

1  828  05 

22  93 

35  00 

802  55 

Benton          .'  

63  61 

35  00 

2  226  35 

Black  Hawk            

32  73 

35  00 

1  145  55 

Boone  

23  17 

35  00 

810  95 

B  remer  

9  87 

35  00 

345  45 

Buchanan     

25  78 

35  00 

902  30 

Buena  Vista  

28  65 

35  00 

932  75 

Butler                    

21  06 

35  00 

737  10 

Calhoun  

57  48 

35  00 

2  Oil  80 

Carroll  

24  93 

35  00 

872  55 

Cass     

56  77 

35  00 

1  986  95 

Cedar     

57  80 

35  00 

2  023  00 

Cerro  Gordo            

43  76 

35  00 

1  531  60 

26  33 

35  00 

921  55 

Clay  

77.46 

35  00 

2  711  10 

Clayton  

132.28 

35  00 

4  629  80 

Clinton  

104  23 

35  00 

3  648  05 

Crawford                  

43  28 

35  00 

1  514  80 

Dallas  

78.59 

35.00 

2,750  65 

Davis  

23.75 

35.00 

831  25 

Delaware  

36  91 

35  00 

1  291  85 

Des  Moines      :  . 

21  18 

35  00 

741  30 

Dickinson            

42  16 

35  00 

1  475  60 

DubuQue  .                 

60  10 

35  00 

2  103  50 

36  22 

35  00 

1  267  70 

Fayette  

97.82 

35.00 

3,423  70 

Floyd  

45.20 

35.00 

1,582  00 

Franklin  

12.43 

35.00 

435.05 

Greene  

27.36 

35.00 

957  60 

Grundy.            .  .        

26  24 

35.00 

918  40 

Guthrie       .              

70  27 

35  00 

2  459  45 

69  90 

35  00 

2  446  50 

17  89 

35  00 

626  15 

Harrison  

7.01 

35.00 

245.35 

Howard  

24.38 

35.00 

853.30 

Humboldt  

24.99 

35.00 

874.65 

57.93 

35.00 

2,027.55 

74  97 

35.00 

2.623.95 

68.92 

35  00 

2,412  20 

30  36 

35  00 

1  062  60 

Johnson  .  .  . 

72.81 

35.00 

2.548.35 
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COUNTY 

Miles  of  Road 

Assessed  Value 
Per  Mile 

Total  Assess- 
ed Value 

Jones  

77.76 

$35.00 

$2,721.60 

Keokuk  

97.29 

35.00 

3,405.15 

Kossuth  

64.14 

35.00 

2,244.90 

Lee  

27.18 

35.00 

951.30 

Linn     

107.03 

35.00 

3,746.05 

Louisa  . 

48.25 

35.00 

1,688.75 

Lyon  

50.28 

35.00 

1,759.80 

Madison  

20.64 

35.00 

722.40 

Mahaska  

52.42 

35.00 

1,834.70 

Marion  

27.42 

35.00 

959.70 

Marshall  

25.28 

35.00 

884.80 

Mitchell  

7.75 

35.00 

271.25 

Monona  

27.53 

35.00 

963.55 

Monroe  

10.47 

35.00 

366.45 

Muscatine  .    . 

121.60 

35.00 

4,256.00 

O'Brien  

37.24 

35.00 

1,303.40 

Osceola  

39.20 

35  00 

1,372.00 

Palo  Alto  

51.63 

35.00 

1,807.05 

Plymouth  

15.00 

35.00 

525.00 

Pocahontas  

40.41 

35.00 

1,414.35 

Polk  

74.39 

35.00 

2,603.65 

Pottawattamie  

92.54 

35  00 

3,238.90 

Poweshiek  

32  39 

35  00 

1  133.65 

Sac  

19  15 

35  00 

670  25 

Scott  

124.78 

35.00 

4,367.30 

Shelby  

44.23 

35.00 

1,548.05 

Sioux  

45.96 

35.00 

1,608.60 

Story  

24.79 

35  00 

867.65 

Tama  

47  37 

35  00 

1,657.95 

Van  Buren  

38  15 

35  00 

1  335  25 

Wapello  

78.87 

35.00 

2,760.45 

Warren  

26.23 

35  00 

918.05 

89.69 

35  00 

3,139.15 

Wayne  

42  71 

35  00 

1,494  85 

Webster  

7  41 

35  00 

259  35 

Winnebago  

26  21 

35  00 

917  35 

Winneshiek  

82.84 

35  00 

2,899.40 

Woodbury  

37  59 

35  00 

1  315  65 

Worth  

18  07 

35  00 

632.45 

Wright  

45.05 

35.00 

1,576.75 

Totals  

3.949.75 

$138,241.25 

County  has  112.98  miles  with  an  assessed  valuation  of 
$4,519.20. 

Table  XI485  gives  similar  data  for  the  United  States 
Express  Company  which  was  assessed  at  thirty-five  dollars 
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TABLE  XIP86 

STATEMENT  OF  ASSESSMENTS  or  EXPBESS  PROPERTY  AS  FIXED  BY 
THE  EXECUTIVE  COUNCIL,  JULY  21,  1909,  BY  COUNTIES 

WELLS  FARGO  EXPRESS  COMPANY 


COUNTY 

Miles  of  Road 

Assessed  Value 
Per  Mile 

Total  Assessed 
Value 

Black  Hawk  

69.665 

(35.00 

S     2,438.27 

Bremer  

57.083 

35.00 

1,997.91 

Buchanan  ... 

14.31 

35.00 

500.85 

Butler  .  .<  

27.742 

35.00 

970  97 

Calhoun  

18.558 

35.00 

649.53 

Carroll  

35.213 

35.00 

1,232.45 

Cerro  Gordo  

31.506 

35.00 

1,102.71 

Chickasaw  

25  509 

35.00 

892.81 

Crawford  

1  872 

35  00 

65.52 

Dallas  

34.54 

35.00 

1,208.90 

Delaware  

33.626 

35.00 

1,176.91 

Dubuque  

31.210 

35.00 

1,092.35 

Fayette  

35  341 

35.00 

1,236.94 

Franklin  

24  673 

35.00 

863.56 

Grundy  

7.970 

35.00 

278.95 

Harrison  

1.931 

35.00 

67.58 

Howard  

14.53 

35.00 

508.55 

Jasper  

30.632 

35.00 

1,072.12 

Lee  

19.760 

35.00 

691.60 

Madison  

19.428 

35.00 

679.98 

Marshall  

31.823 

35.00 

1,113.81 

Mitchell  

36  208 

35.00 

1,267.28 

Polk  

55.86 

35.00 

1  .955.  10 

Pottawattamie  

30.424 

35.00 

1,064.84 

Ringgold  

23.836 

35.00 

834.26 

Shelby  

32  876 

35.00 

1,150.66 

Tama  

12  658 

35.00 

443.03 

Taylor  

5.792 

35.00 

202.72 

Union  

22.487 

35.00 

787.04 

Warren  

15.72 

35.00 

550.20 

Webster  

46  433 

35.00 

1  ,625.  16 

Worth  

16  652 

35.00 

582.82 

Wright  

45.732 

35.00 

1,600.62 

Totals... 

911.600 

S    31,906.00 

per  mile.    This  company  has  3,949.75  miles  of  line  with  a 
total  assessed  valuation  of  $138,241.25. 

Table  XII486  represents  the  assessed  valuation  of  the 
Wells  Fargo  Express  Company  in  the  various  counties 
where  it  operates.  This  is  the  company  which  was  recently 
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reported  in  the  papers  as  declaring  a  dividend  of  three 
hundred  per  cent.  If  this  is  true,  it  would  be  interesting 
to  know  the  amount  and  rate  of  their  dividend  resulting 
from  Iowa  business.  Perhaps  the  lines  in  Iowa  have 
been  operated  at  only  a  small  profit.  At  least  this  could  be 
made  to  appear  plausible  in  a  report. 

Table  XIII487  gives  the  assessed  valuation  of  the  United 
States  Express  Company  and  the  American  Express  Com- 
pany as  set  forth  by  the  board  of  supervisors  of  Audubon 
County  and  distributed  among  the  lesser  taxing  districts 
of  the  county.  It  will  be  observed  that  Hamlin  and  Exira 
townships  have  more  assessed  valuation  than  the  remaining 
seven  taxing  districts  in  which  the  United  States  Express 
Company  does  business.  Hamlin  has  $220.00  and  Exira 

TABLE  XIII487 

ASSESSED  VALUE  OF  EXPRESS  COMPANIES 


AUDUBON  COUNTY,  IOWA 


NAME  or 
COMPANY 


ASSESSMENT  DISTRICT 


No. 

MILKS 


UXITED  STATES    Leroy  Township 1.07 

EXFBBSB  Co.        Audubon  Independent 57 

Audubon  Town 83 

Hamlin  Township 6.28 

Exira  Township 3.33 

Exira  Independent 63 

Exira  Town 674 

Oakfield  Township 2.546 

Brayton  Town 30 

Total 16.23 

AMERICAN  Cameron  Township 4.68 

EXPRESS  Co.        Gray  Independent 1.72 

Gray  Town 1.17 

Leroy  Township 3.22 

Audubon  Independent 67 

Audubon  Town  . .  .53 


PER  MILE 
$35.00 


$40.00 


TOTAL 

$  37.00 

20.00 

29.00 

220.00 

117.00 

22.00 

24.00 

89.00 

11.00 

$569.00 


$187.00 
69.00 
47.00 
129.00 
27.00 
21.90 


Total..  11.99 


$480.00 
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$117.00  out  of  a  total  assessed  valuation  of  $569.00.  On  the 
other  hand,  Brayton  town  has  an  assessed  value  of  only 
$11 ;  Exira  town,  $24 ;  and  Audubon  town,  $29.  The  same 
condition  prevails  in  the  townships  where  the  American 
Express  Company  operates.  Cameron  and  Leroy  townships 
have  about  three-fourths  of  the  assessed  valuation,  while 
Audubon  and  Gray  townships  have  almost  nothing.  Fur- 
ther comment  would  be  superfluous.  The  reader  is  referred 
to  the  chapter  entitled  "Bailway  Tax  Distribution"  in  Vol- 
ume II  of  this  work.488  The  facts  set  forth  in  that  chapter 
apply  with  equal  force  to  express  companies. 

TABLE  XIV  «9 

ASSESSED  VALUE  OP  EXPRESS  COMPANIES  IN  FIFTY  LEADING  CITIES 

OP  IOWA 

Municipal  Accounts  Report,  Iowa,  1907,  p.  43. 

CITY  ASSESSED 

NUMBEB  CITY  VALUATION 

1 Des   Homes    $2,330 

2 Dubuque    1,640 

3 Sioux  City 1,043 

4 Davenport    2,980 

5 Cedar  Kapids  2,664 

6 Burlington     346 

7 Council  Bluffs   1,088 

8 Clinton     625 

9 Ottumwa 405 

10 Muscatine    445 

11 Keokuk    

12 Fort  Dodge 300 

13 Marshalltown     402 

14 Oskaloosa    39 

15 Boone   315 

16 Fort  Madison 377 

17 Iowa  City  169 

18 Creston    190 

19 Mason  City 459 

20 Centerville    193 

21 Oelwein 

22 Cedar  Falls 

23..             ..Atlantic  .  115 
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TABLE  XIV— CONTINUED 


CITY 


ASSESSED 
VALUATION 

145 

94 
163 
461 
120 
269 
171 

32 

91 

21 
122 
148 
193 

70 

57 

213 

108 

95 

78 
226 

156 
195 
121 
142  . 
66 


Finally,  the  data  given  in  Table  XIV 489  will  be  especially 
instructive  to  the  student  of  taxation.  Without  the  facts 
therein  presented  it  would  be  difficult  to  form  a  clear  idea 
of  how  the  present  law  operates  in  Iowa.  This  data  was 
obtained  from  the  Municipal  Accounts  Report,  1907,  issued 
by  the  Auditor  of  State.  The  table  gives  the  assessed  val- 
uation of  all  the  express  companies  doing  business  in  the 
leading  Iowa  cities,  save  that  returns  were  not  made  for 
five  of  the  cities.  Comment  on  this  table  is  unnecessary. 
The  reader  will  draw  his  own  conclusions.  It  is  obvious 
that  the  express  companies  pay  almost  nothing  toward  the 


L'MBEE 

24  

ClTT 

LeMars    

25  

Fairfield     

26  

Bed  Oak  

27  

Webster  City  

28  

Grinnell   

29  

Charles  City  

30  

Washington    

31  

Newton    

32  

33  

Perry    

34  

Clarinda    

35  

Cherokee    

36  

Albia    

37  

Decorah   

38  

Independence       

39  

Maquoketa    

40  

41  

Mount  Pleasant  

42  

Vinton    

43  

Indianola     

44  

Waverly    

45  

46...    . 

.  .  .  .  Belle  Plaine  

47  

48 

Carroll        

49  

Knoxville    

50.. 

.  .Denison    . 
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support  of  our  city  governments.  For  example,  the  as- 
sessed valuation  of  express  companies  in  Des  Moines  is 
only  $2,330;  in  Council  Bluffs,  $1,088;  in  Ottumwa,  $405;  in 
Fort  Dodge,  $300 ;  in  Iowa  City,  $169 ;  and  in  Ames,  $195. 
In  other  words,  the  express  companies  pay  less  taxes  in  the 
average  city  of  Iowa  than  the  owner  of  a  modest  home, 
which  may  be  incumbered  with  a  heavy  mortgage. 

The  history  of  the  taxation  of  express  companies  in  Iowa 
may  be  divided  into  six  distinct  periods.  Up  to  1868  these 
corporations  were  included  in  the  general  property  tax. 
From  1868  to  1870  they  were  taxed  on  their  personal  prop- 
erty which  was  arbitrarily  fixed  at  forty  per  cent  of  their 
gross  receipts.  During  the  long  period  from  1870  to  1896 
general  property  taxation  was  again  the  law.  In  1896  a  law 
was  passed,  largely  through  the  efforts  of  Senator  Funk, 
imposing  a  tax  of  one  dollar  on  every  hundred  dollars  of 
gross  receipts.  The  rate  was  doubled  in  1898.  But  in  1900 
the  whole  system  was  again  changed.  Following  a  decision 
of  the  Supreme  Court  adverse  to  the  principle  of  exclusive 
State  taxation  for  certain  corporations,  Senator  Cheshire 
secured  the  passage  of  a  bill  providing  for  the  assessment 
of  express  companies  according  to  a  rigid  and  complicated 
plan  which  it  is  feared,  has  failed  to  reach  intangible  values. 
The  assessed  valuation  thus  obtained  is  distributed  on  a 
mileage  basis  among  the  counties  and  by  the  county  boards 
through  the  lesser  taxing  districts.  From  the  standpoint  of 
tax  distribution  one  meets  the  same  objections  as  in  the  case 
of  railroads.  Since  the  present  law  was  originally  passed 
in  1900  it  has  been  amended  so  as  to  prevent  any  possible 
"importation  of  values" — a  fact  which  is  clearly  revealed 
by  the  tables  herein  presented. 


IX 

THE  TAXATION  OF  TELEGRAPH  AND  TELEPHONE 

COMPANIES 

The  early  history  of  the  taxation  of  telegraph  companies 
in  Iowa  has  already  been  discussed  in  connection  with  the 
taxation  of  express  companies.490  Under  the  Code  of  1851 
and  the  Revision  of  1860  the  same  provisions  applied  to 
each  class  of  corporations.  As  late  as  1868  the  General  As- 
sembly passed  "An  Act  in  relation  to  Revenue  and  Taxing 
the  Property  of  Express  Companies  and  Telegraph  Com- 
panies".491 This  act  fixed  the  valuation  of  the  personal 
property  of  such  companies  at  forty  per  cent  of  their  gross 
receipts,  and  further  provided  that  the  valuation  thus  de- 
termined should  be  taxed  at  the  same  rate  as  the  personal 
property  of  individuals. 

Attention  has  already  been  called  to  the  fact  that  the  law 
relative  to  the  taxation  of  express  companies,  passed  in 
1870,  was  not  changed  until  1896.492  This  delay,  however, 
was  not  experienced  in  the  case  of  telegraph  companies. 
Upon  examination  it  soon  became  evident  that  these  cor- 
porations were  practically  exempt  from  taxation.  Tele- 
graph lines,  being  for  the  most  part  erected  on  the  right  of 
way  of  railways,  were  generally  considered  by  assessors  to 
be  railroad  property,  and  it  was  supposed  that  they  were 
taxed  accordingly.  The  Auditor  in  his  report  of  1877  says 
that  "the  law  requiring  the  assessment  of  telegraph  lines 
is  rarely  enforced,  and  a  tax-book  whereon  appears  such 
an  assessment  would  be  a  curiosity  indeed,  and  this  not  be- 
cause of  any  intention  to  evade  the  law,  nor  except  such 
property,  but  through  misapprehension".493 
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It  was  recommended  in  this  same  report  that  telegraph 
companies  be  separately  assessed  by  the  Executive  Council, 
that  the  rate  be  so  increased  as  to  compensate  for  the 
average  local  levies,  and  finally,  that  the  tax  collected  there- 
from be  paid  directly  into  the  State  treasury.  Accord- 
ingly, a  law  was  promptly  passed  embodying  these  recom- 
mendations.494 The  act  as  approved  requires  reports  from 
the  companies  setting  forth  the  total  number  of  units  of 
telegraph  lines,  number  of  wires,  stations,  instruments, 
poles,  and  the  like,  but  no  statement  is  required  of  the 
gross  or  net  earnings.  From  the  data  thus  secured  it  is 
made  the  duty  of  the  Executive  Council  to  assess  the  tele- 
graph lines  at  their  true  cash  value. 

The  most  interesting  provision  of  the  act,  however,  is  that 
fixing  the  rate  of  taxation,  which  reads:  "The  said  state 
board  shall  also,  at  said  meeting,  determine  the  rate  of  tax 
to  be  levied  and  collected  upon  said  assessment,  which  shall 
not  exceed  the  average  rate  of  taxes,  general,  municipal  and 
local,  levied  throughout  the  state  during  the  previous  year, 
which  rate  shall  be  ascertained  from  the  records  and  files  in 
the  auditor's  office,  which  tax  shall  be  in  lieu  of  all  other 
taxes,  state  and  local,  and  shall  be  payable  into  the  state 
treasury."495  It  is  finally  provided  that  any  telegraph  line, 
owned  and  operated  by  any  railroad  exclusively  for  the 
transaction  of  its  own  business,  and  taxed  as  a  part  of  the 
property  of  said  railroad,  shall  be  exempted  from  the  pro- 
visions of  this  act. 

The  Auditor  of  State  two  years  later  refers  to  the  satis- 
factory operation  of  this  law.  He  says  that  a  tax  of  three 
per  cent  had  been  levied  upon  the  valuation  as  fixed  by  the 
Executive  Council,  which  tax  had  been  promptly  paid  into 
the  State  treasury.  He  then  recommended  a  similar  law  for 
the  taxation  of  railroad  companies,498  which  recommenda- 
tion was  repeated  in  the  report  of  1881.497 

Up  to  this  time  no  law  had  been  passed  providing  directly 
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for  the  taxation  of  telephone  companies.  This  question, 
however,  was  settled  by  the  Supreme  Court  in  The  Iowa 
Union  Telephone  Co.  vs.  The  Board  of  Equalization  of  The 
City  of  Oskaloosa.*98  In  this  important  case,  which  came  up 
for  adjudication  in  1885,  it  was  held  that  the  law  providing 
for  the  taxation  of  telegraph  companies 4"  should  also  in- 
clude telephone  companies,  which  meant  that  the  prop- 
erty of  such  companies  should  be  assessed  and  taxed  by  the 
Executive  Council  and  not  by  the  city  board  of  equaliza- 
tion.500 

The  law  thus  enacted,  and  so  interpreted  by  the  court, 
was  revised  and  amended  in  the  Code  of  1897.  Here  a  more 
complete  report  is  required  of  the  companies,  which  is  made 
to  include  gross  receipts  and  operating  expenses,  the  total 
capital  stock  together  with  the  par  and  market  value  of  the 
shares,  mortgages  upon  the  whole  or  any  part  of  the  prop- 
erty, and  numerous  other  items.501 

In  making  the  assessment  it  is  further  provided  that  the 
Executive  Council  shall  take  into  consideration  the  valua- 
tion of  all  the  property  of  such  companies  including  fran- 
chises and  the  use  of  property  outside  of  the  State,  "  mak- 
ing such  deductions  as  may  be  necessary  on  account  of 
extra  value  of  property  outside  the  state  as  compared  with 
the  value  of  property  in  the  state,  in  order  that  the  actual 
cash  value  of  the  property  of  the  company  within  this  state 
may  be  ascertained".502  It  is  also  stipulated  that  from  the 
actual  cash  value  of  the  property  of  such  companies  thus 
determined  there  shall  be  deducted  the  actual  cash  value  of 
their  property  assessed  for  taxation  in  local  taxing  dis- 
tricts. Finally,  it  is  provided  that  the  rate  of  tax  levied 
shall  be  equal ' l  as  nearly  as  may  be,  to  the  average  rate  of 
taxes,  state,  county,  municipal  and  local,  levied  throughout 
the  state  during  the  previous  year",  and  that  the  same  shall 
be  paid  directly  into  the  State  treasury.503  It  will  be  noted 
that  the  method  of  assessment  thus  outlined  is  not  rigid  or 
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arbitrary,  and  in  addition  every  precaution  is  taken  to  pre- 
vent the  assessment  of  property  belonging  in  other  States. 

This  whole  system  of  taxation  for  telegraph  and  tele- 
phone companies  was  completely  changed  in  1900.  Fol- 
lowing the  decision  of  the  Supreme  Court  in  Hawkeye  In- 
surance Co.  vs.  French™*  it  seemed  necessary  to  devise  a 
scheme  of  taxation  whereby  certain  public  service  corpora- 
tions would  be  required  to  contribute  not  only  to  the  State 
but  also  to  the  local  units  of  government  on  the  same  basis 
as  individuals.  Accordingly,  Senator  Cheshire,  who  had 
been  largely  instrumental  in  defeating  the  State  plan  of  tax- 
ation, introduced  three  separate  bills  for  taxing  telephone, 
telegraph  and  express  companies  on  the  same  basis  as  the 
property  of  individuals.  The  passage  of  the  Cheshire  bill 
for  the  taxation  of  express  companies505  has  already  been 
discussed.  Many  of  the  facts  relative  thereto  apply  also  to 
telephone  and  telegraph  companies  and  therefore  need  not 
be  repeated.  It  will  be  recalled  that  the  Cheshire  bill  for 
the  taxation  of  express  companies  as  amended  by  the  com- 
mittee passed  both  houses  with  but  little  opposition.  The 
small  effort  that  was  made  to  defeat  it  came  through  the  in- 
fluence of  the  telephone  and  telegraph  companies  who  felt 
that  their  own  interests  were  being  endangered.  The  nature 
of  the  opposition  has  also  been  explained.  This  opposition 
was  destined  for  a  third  time  to  defeat  the  bills  for  the  tax- 
ation of  telephone  and  telegraph  companies.  As  these  bills 
were  the  same  in  principle  we  will  confine  our  attention  to 
a  brief  consideration  of  the  one  for  the  taxation  of  tele- 
phone companies. 

The  bill  requires,  first,  a  complete  and  detailed  report 
from  the  companies  to  the  Executive  Council  of  their  total 
amount  of  capital  stock  giving  par,  actual,  market,  or  face 
value  of  shares  as  demanded  by  the  Council,  total  length 
of  their  lines,  also  their  length  within  the  State  and  within 
counties,  towns,  and  local  assessment  districts,  amount  of 


mortgaged  indebtedness,  and  the  like;  second,  assessment 
by  the  Executive  Council  on  the  plan  of  the  unit  rule;  and 
third,  taxation  by  State,  county,  and  local  units  on  the  same 
basis  and  in  the  same  manner  as  the  property  of  individuals. 

The  point  to  be  specially  noted  is  the  manner  of  assess- 
ment. There  are  four  distinct  steps  in  the  process.  First, 
the  total  value  of  the  property  of  a  telephone  company  is 
determined  by  adding  the  market  value,  or  the  aggregate 
shares  of  stock,  or  the  value  of  the  capital,506  to  the  total 
aggregate  amount  of  mortgaged  indebtedness.  In  the 
second  place,  there  is  to  be  deducted  from  said  amount  the 
value  of  the  real  estate  situated  without  the  State  and  not 
specifically  used  in  the  general  business  of  the  company. 
Third,  the  actual  value  of  the  property  within  the  State  is 
then  ascertained  by  taking  that  proportion  of  the  amount 
above  determined  "  which  the  length  of  the  routes  within 
the  state  of  Iowa,  bears  to  the  whole  length  of  the  routes  of 
such  company".  Finally,  from  the  actual  value  of  the 
property  within  the  state  is  deducted  the  real  estate, 
structures,  machinery  and  appliances,  subject  to  local  tax- 
ation, and  the  remainder  is  distributed  on  a  mileage  basis 
among  the  counties  and  local  assessment  districts  to  be 
taxed  in  the  same  manner  as  the  property  of  individuals.507 
In  other  words,  the  method  of  assessment  and  distribution 
proposed  is  exactly  the  same  as  that  outlined  in  the  Cheshire 
bill  for  the  taxation  of  express  companies. 

It  will  be  recalled  that  two  important  objections  were 
made  to  the  bill  providing  for  the  taxation  of  express  com- 
panies.508 In  the  first  place  it  was  alleged  that  the  hard 
and  fast  method  of  valuation  on  the  basis  of  capital  stock 
plus  mortgaged  indebtedness  was  unjust  and  discriminat- 
ing as  compared  with  the  assessment  of  certain  other  cor- 
porations, for  example,  railroad  companies.  In  the  second 
place,  the  opponents  of  the  measure  contended  that  the 
unit  rule  was  so  applied  as  to  include  in  the  assessment 
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property  situated  and  taxed  in  other  States.  The  same 
objections  together  with  numerous  other  criticisms  were 
urged  against  the  Cheshire  bills  for  the  taxation  of  tele- 
phone and  telegraph  companies. 

The  representatives  of  these  corporations  understood 
that  in  view  of  the  late  decision  of  the  Supreme  Court  a 
complete  change  of  the  law  would  be  made,  and  accordingly 
they  favored  the  introduction  of  a  substitute  bill  which 
would  eliminate  the  objectionable  features  of  the  Cheshire 
plan.  In  the  Iowa  State  Register  one  reads  that  "it  is  un- 
derstood that  Senator  L.  C.  Blanchard,  of  Mahaska  county, 
will  introduce  a  bill  this  morning  repealing  those  sections 
of  the  law  relating  to  the  assessment  and  taxation  of  tele- 
phone and  telegraph  lines  which  are  unconstitutional,  and 
enacting  a  substitute  therefor,  placing  the  assessment  and 
taxation  of  the  property  of  these  concerns  on  the  same  basis 
as  the  assessment  and  taxation  of  railroad  property.  The 
defect  in  the  present  law  is  the  collection  of  taxes  directly 
by  the  state ;  this  may  be  remedied  by  the  executive  council 
assessing  and  taxing  the  corporations  and  certifying  the  tax 
for  local  collection  in  the  different  counties."509 

The  substitute  bill  referred  to  was  introduced  by  Senator 
Blanchard  and  ably  supported  by  the  independent  telephone 
companies.  Mr.  H.  C.  Eaney,  a  representative  of  these 
companies,  said:  "We  cannot  get  independent  companies 
outside  the  state  to  build  in,  if  their  outside  lines  and  ex- 
changes are  to  be  taxed  again  in  this  state."510  It  was 
claimed  that  the  proposed  Cheshire  bill  would  seriously 
jeopardize  the  interests  of  the  leading  independent  com- 
panies —  especially  the  Mississippi  Valley  Telephone  Com- 
pany with  its  large  exchanges  at  Minneapolis  and  St.  Paul, 
and  the  Missouri  and  Iowa  Telephone  Company  with  its 
large  exchanges  at  St.  Joe  and  Kansas  City.  The  telephone 
representatives  finally  argued  that  the  bill  was  indefinite 
and,  if  passed,  would  subject  them  to  special  legislation 
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more  burdensome  and  different  from  that  applied  to  other 
corporations  of  like  character. 

The  Ways  and  Means  Committee  of  the  Senate  held  a 
number  of  meetings  to  hear  arguments  for  and  against 
the  Cheshire  bills.511  The  argument  advanced  with  most 
force  was  that  Senator  Cheshire  proposed  to  apply  the 
unit  rule  so  as  to  tax  property  in  Iowa  which  was  located 
and  taxed  in  adjoining  States.512  This  idea  of  "imported 
valuations"  was  vigorously  assailed  by  all  those  who  ap- 
peared and  spoke  against  the  Cheshire  bills.  At  a  meeting 
of  the  Iowa  Independent  Telephone  Association  a  set  of 
resolutions  was  adopted  condemning  this  plan  and  asking 
that  the  Blanchard  bill  be  passed  for  the  following  reasons : 

First  —  Because  by  its  fundamental  principle,  the  unit  idea  of 
taxation,  or  the  theory  of  imported  values,  will  work  a  great  hard- 
ship upon  the  independent  lines,  in  that  it  will  prevent  them  from 
building  lines  outside  the  state,  and  especially  will  prevent  them 
from  being  able  to  get  outside  lines  to  build  into  the  state,  thereby 
giving  them  the  long  distance  connections  which  they  must  have 
in  order  to  successfully  compete  with  the  old  company.  If  outside 
companies,  especially  those  owning  large  exchanges,  understand  that 
building  toll  lines  into  Iowa  means  that  they  will  be  taxed  again  in 
Iowa  on  part  of  their  investment  in  another  state,  already  taxed  in 
that  state,  they  will  refuse  to  build  into  Iowa.  The  result  will  be 
that  the  independent  Iowa  companies  will  be  unable  to  get  outside 
long  distance  connections. 

Second  —  Because  said  independent  telephone  companies  are  com- 
posed of  Iowa  people,  investing  Iowa  capital  for  the  benefit  of  Iowa 
people,  and  since  their  organization  they  have  reduced  the  price  of 
telephone  service  from  33  1-3  to  50  per  cent.,  and  they  are  furnish- 
ing telephone  service  to  the  smaller  towns  and  to  farmers,  who  are 
entitled  to  first  class  service. 

Third  —  Because  it  singles  out  the  independent  telephone  compa- 
nies of  Iowa,  composed  of  home  people,  who  have  invested  home 
capital  in  the  telephone  business,  and  applies  to  them  a  harsh  and 
unreasonable  rule  of  taxation  that  is  not  applied  to  other  corpora- 
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tions  of  like  character.  No  attempt  is  made  to  apply  this  rule  to 
the  railroad  companies,  and  other  large  corporations. 

Fourth  —  Because  the  assessments  011  telephone  companies,  made 
under  the  present  law,  are  conceded  on  all  hands  to  be  entirely  fair 
and  satisfactory,  and  all  that  is  needed  is  a  short  amendment  to  the 
present  law  which  will  cover  the  objections  made  to  it  by  the  decision 
of  the  Supreme  Court,  and  such  an  amendment  would  give  us  a 
law  taxing  them  on  the  same  plan  and  principle  as  other  corpora- 
tions of  like  character. 

.Fifth  —  And  we  most  respectfully  ask  you  to  support  S.  F.  265, 
known  as  the  Blanchard  bill,  for  the  reason  that  we  believe  the  same 
to  be  fair,  both  to  the  public  and  to  the  home  telephone  companies, 
and  it  applies  to  the  home  companies  the  same  rule  of  taxation  that 
is  applied  to  other  corporations  of  like  character.  It  will  also  put 
the  home  companies  in  a  position,  with  outside  independent  tele- 
phone companies,  where  they  will  be  able  to  get  outside  long  distance 
connections,  and  thereby  enable  them  to  furnish  a  first  class  service 
to  their  patrons,  not  only  in  the  larger  cities  and  towns,  but  also 
in  the  smaller  towns,  and  to  their  farmer  patrons.513 

The  contest  lasted  for  more  than  a  month.  Senators 
Cheshire  and  Jnnkin  ably  defended  their  particular  plan  of 
taxation.  The  discussion  was  always  animated  and  at  times 
bitter.  Senator  Cheshire  once  referred  to  Senator  Blanch- 
ard, the  author  of  the  bill  for  taxing  both  telephone  and 
telegraph  companies,  as  a  " cat's  paw"  of  the  "Western 
Union  Telegraph  Company.514  Senator  Junkin  spoke  of  the 
General  Assembly  as  "now  wrestling  with  a  Hercules",  and 
referred  to  the  facility  with  which  the  Western  Union  Tele- 
graph Company  could  speak  * '  simultaneously  from  Chicago 
through  1,133  Iowa  stations."515  He  said  that  he  was  al- 
ways willing  to  consider  a  petition  emanating  voluntarily 
from  the  people  but  not  one  dictated  by  special  interests. 

Senator  James  Trewin  opposed  the  Cheshire  scheme 
of  taxation.  Reviewing  the  history  of  these  bills  lie  said 
that  the  vital  principle  they  involved  was  the  taxation  of 
intangible  value  which  had  already  been  incorporated  into 
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section  1330  of  the  Code  of  1897. ,516  The  real  principle  of 
the  bills  having  been  transplanted  into  the  law,  nothing  re- 
mained, according  to  Senator  Trewin,  but  the  idea  of  taxing 
foreign  values  which  caused  the  defeat  of  the  plan  in  1898 
and  was  the  chief  cause  of  opposition  to  the  pending  bills.517 
Senators  Cheshire  and  Healy  denied  that  the  proposed  plan 
of  taxation  would  result  in  the  importation  of  foreign 
values. 

The  Blanchard  amendment  to  adopt  the  railroad  plan 
of  assessing  telephone  and  telegraph  companies  was  finally 
brought  to  a  test  vote  on  motion  of  Senator  Titus  and  was 
adopted  —  ayes  twenty-six  and  nays  twenty-two.  The  bill 
was  then  read  a  third  time  and  passed  almost  without  oppo- 
sition.518 This  amendment  as  finally  enacted  into  law  repre- 
sents a  change  from  the  Code  of  1897,  largely  from  the 
standpoint  of  tax  distribution.  The  reports  required  of  the 
companies  are  essentially  the  same.  The  method  of  assess- 
ment is  also  practically  the  same.  In  making  the  assess- 
ment the  Executive  Council  is  still  required  to  grant  * '  such 
deductions  as  may  be  necessary  on  account  of  extra  value 
of  property  outside  the  state  as  compared  with  the  value  of 
property  in  the  state"  ;519  but  aside  from  this  the  Council  is 
held  to  no  hard  and  fast  rule  of  valuation.  It  is  given  much 
the  same  latitude  as  in  making  an  assessment  of  railroad 
property.520 

From  the  standpoint  of  tax  distribution,  however,  the 
new  law  is  a  radical  and  complete  change.  The  rate  of  tax 
is  no  longer  equal  *  *  as  nearly  as  may  be,  to  the  average  rate 
of  taxes,  state,  county,  municipal  and  local,  levied  through- 
out the  state"  ;521  nor  is  the  tax  itself  paid  directly  into  the 
State  treasury.  The  new  act  provides  for  an  assessment 
on  the  unit  plan  and  a  distribution  of  the  value  thus  deter- 
mined among  the  counties  and  local  districts  on  a  mileage 
basis.  It  is  then  stipulated  that  "all  telegraph  and  tele- 
phone property  shall  be  taxable  upon  said  assessment  at  the 
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same  rates,  by  the  same  officers,  and  for  the  same  purposes 
as  the  property  of  individuals  within  such  counties,  cities, 
towns,  townships,  or  lesser  taxing  districts,  and  the  county 
treasurer  shall  collect  such  taxes  at  the  same  time  and  in  the 
same  manner  as  other  taxes,  and  the  same  penalties  for  the 
nonpayment  shall  be  due  and  collectable  as  for  the  non- 
payment of  individual  taxes."522  This  act,  with  minor 
amendments  made  in  1904,523  is  in  force  at  the  present  time. 

Before  concluding  this  chapter  attention  will  be  directed 
to  two  important  decisions  of  the  Supreme  Court.  In  Lay- 
man, County  Treasurer  of  Polk  County,  vs.  The  Iowa  Tel- 
ephone Company,  the  Supreme  Court  followed  their  former 
opinion  given  in  Hawkey e  Insurance  Co.  vs.  French,524  so 
far  as  the  same  relates  to  the  separation  of  revenue  sources 
and  the  right  of  certain  corporations  to  be  exempt  from 
local  taxation.  The  language  of  the  court,  however,  is  more 
explicit.  Speaking  for  the  court  Chief  Justice  Deemer  said : 

"The  issue  between  those  who  believe  in  the  segregation 
of  sources  of  tax  income,  and  those  who  believe  in  a  strong, 
centralized  system,  while  not,  perhaps,  appreciated  by  those 
who  have  given  the  matter  little  thought,  is  sharply  drawn ; 
and  the  Legislature  has  veered  from  one  side  to  the  other, 
according  to  the  views  of  its  constituent  members,  until  the 
matter  was  finally  set  at  rest  for  this  state  in  Hawkeye  Ins. 
Co.  v.  French,  109  Iowa,  585.  That  case  announced  no  new 
doctrine,  however,  for  prior  thereto  the  whole  matter  had 
been  gone  over  and  decisions  of  like  import  had  been  made, 
in  Davenport  v.  C.,  E.  I.  &  P.  R.  R.  Co.,  38  Iowa,  633,  and 
Dunlieth  &  Dubuque  Bridge  Co.,  v.  Dubuque,  32  Iowa,  427. 
These  decisions  had  evidently  been  overlooked,  however, 
by  many  subsequent  Legislatures,  and  the  matter  was  not 
pressed  for  hearing  until  a  case  arose  which  seemed  to  de- 
prive a  municipality  of  considerable  of  its  local  revenues. 
In  the  French  Case,  as  in  the  ones  preceding  it,  the  principle 
of  segregation  is  distinctly  affirmed ;  and,  in  view  of  Article 
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8,  Section  2,  of  the  Constitution,  it  was  squarely  held  that 
corporations  should  be  subject  to  taxation  the  same  as  in- 
dividuals —  that  is  to  say  the  objects  and  purposes  must  be 
the  same,  whether  the  property  be  that  of  individuals  or 
corporations.  Such  result  is  not  obtained  when  the  corpora- 
tion is  taxed  for  state  purposes  only,  while  the  individual  is 
taxed  not  only  for  state,  but  also  for  local,  purposes.  Fol- 
lowing these  cases,  we  must  hold  that  that  part  of  the  law 
exempting  telephone  companies  from  local  taxation  is  in- 
valid, unless  it  be  for  a  reason  suggested  by  appellee's 
counsel,  to  which  we  shall  presently  refer. 

"If  these  statutes,  in  so  far  as  they  relieve  telephone 
companies  from  the  payment  of  local  taxes,  are  unconstitu- 
tional, it  follows,  we  think,  that  the  entire  scheme  is  invalid, 
for  it  is  manifest  that  this  provision  was  one  of  the  induce- 
ments for  the  passage  of  the  act,  and  that  there  can  be  no 
taxation  thereunder  for  any  purpose  —  state  or  local.  This 
is  not  a  case  where  part  of  the  statute  may  be  held  invalid, 
and  another  part  good.  The  two  provisions  are  so  closely 
associated  and  allied  —  so  materially  dependent  —  that  one 
cannot  be  severed  from  the  other  without  destroying  the 
entire  scheme."525 

It  thus  appears  that  the  same  legal  principles  are  here 
involved  as  in  Hawkeye  Insurance  Co.  vs.  French.  An 
analysis  of  these  principles  and  their  application  to  the 
property  of  certain  corporations  having  already  been  made, 
little  additional  comment  is  necessary.  The  student  of  tax- 
ation should  observe,  however,  that  the  court  objected  to 
that  degree  of  segregation  which  would  seem  to  deprive 
"a  municipality  of  considerable  of  its  local  revenues,"  on 
the  ground  that  such  a  policy  was  not  in  harmony  with 
Article  8,  Section  2,  of  the  Constitution,  requiring  the  taxa- 
tion of  all  corporations  organized  for  pecuniary  profit  on 
the  same  basis  as  the  property  of  individuals.  This  fact  is 
especially  important  in  connection  with  scientific  tax  reform 
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and  general  conclusions  relative  thereto  formed  as  a  result 
of  an  historical  study  of  the  Iowa  revenue  system. 

There  can  be  but  little  doubt  that  many  theorists,  and 
practical  financiers  as  well,  have  pushed  the  idea  of  segre- 
gation altogether  too  far.  While  that  measure  of  segrega- 
tion based  on  the  exclusive  State  taxation  of  non-local 
values  or  non-local  business,  is  just,  practicable,  and  there- 
fore desirable ;  it  is  equally  true  that  a  complete  or  even  par- 
tial separation  of  revenue  sources  rendered  possible  by  the 
exclusive  State  taxation  of  strictly  local  values  is  contrary 
to  every  canon  of  equal  and  uniform  taxation.  The  fact 
that  this  objection  could  be  legitimately  raised  against 
the  plan  of  taxing  telephone  and  telegraph  companies  above 
outlined  forms  a  sound  economic  basis  for  the  opinion  of 
the  court  in  Layman  vs.  The  Iowa  Telephone  Company.  This 
conclusion,  however,  by  no  means  involves  the  assumption 
that  a  different  law  drafted  so  as  to  make  a  careful  dis- 
tinction between  local  and  non-local  values  for  purposes 
of  taxation  would  necessarily  be  declared  unconstitutional. 
On  the  contrary,  a  careful  study  of  Hawkeye  Insurance 
Company  vs.  French  and  Layman  vs.  The  Iowa  Telephone 
Company  would  seem  to  furnish  ample  proof  that  a  law  thus 
framed  would  meet  the  requirements  of  Article  8,  Section  2, 
of  the  Constitution  as  interpreted  by  the  court.  There  is 
little  or  no  reason  to  believe  that  scientific  tax  reform  re- 
quires an  amendment  to  the  Constitution. 

In  Chicago  B.  &  Q.  E.  R.  Co.  vs.  Rhein526  the  question 
came  up  concerning  the  taxation  of  a  telegraph  line  owned 
by  a  railroad,  but  not  used  exclusively  in  the  operation  of 
its  road.  It  will  be  recalled  that  a  telegraph  line  owned  by 
a  railroad  and  exclusively  operated  for  the  transaction  of 
its  own  business  is  to  be  assessed  and  taxed  as  an  integral 
part  of  such  railroad.527  Otherwise  a  telegraph  line  is  as- 
sessed and  taxed  as  a  separate  corporation  and  under  a 
different  section  of  the  Code.528  The  court  held,  first,  that 
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a  tax  paid  by  a  railroad  company  for  a  telegraph  line  owned 
but  not  exclusively  operated  in  the  transaction  of  its  busi- 
ness could  not  recovered;  and  second,  that  the  payment  of 
such  a  tax  did  not  exempt  a  telegraph  line  from  the  pay- 
ment of  an  additional  tax  as  a  separate  corporation.529 

The  following  tables  will  enable  the  reader  to  better 
understand  the  present  law  providing  for  the  taxation  of 
telephone  and  telegraph  companies.  Detailed  comments  are 
unnecessary  as  the  same  principles  are  involved  which  have 
already  been  noted  in  a  previous  chapter  and  which  will  be 
more  thoroughly  analyzed  in  the  chapters  on  railway  tax- 
ation. The  chief  criticism  is  that  of  grossly  unjust  tax 
distribution.  Values  are  created  in  one  district  and  taxed 
in  another  without  regard  to  any  principle  either  of  justice 
or  expediency. 

Tables  XV,530  XVI 531  and  XVII 532  show  the  assessed 
valuation  of  the  Postal  Telegraph-Cable  Company,  Western 
Union  Telegraph  Company,  and  American  Telephone  and 
Telegraph  Company  as  fixed  by  the  Executive  Council  on 
July  26,  1909.  The  data  is  similar  to  that  given  in  Tables 
IX  to  XII  inclusive.  It  appears  that  the  Postal  Telegraph- 
Cable  Company  was  assessed  at  sixty-five  dollars  per  mile, 
save  where  it  makes  use  of  the  poles  of  another  company. 
The  company  operates  in  forty-four  counties,  has  1,232.45 
miles  of  line,  and  a  total  assessed  valuation  of  $69,581.85. 
The  Western  Union  Telegraph  Company  operates  in  all  the 
counties  of  Iowa,  is  assessed  at  eighty  dollars  per  mile,  and 
has  a  total  assessed  valuation  of  $704,339.20.  The  distribu- 
tion of  the  assessment  among  the  various  counties  should 
be  carefully  noted  from  the  table.  Finally,  the  American 
Telephone  and  Telegraph  Company  is  rated  for  purposes 
of  taxation  at  eighty  dollars  per  mile  and  has  a  total  as- 
sessed valuation  of  $70,960.80. 

In  Table  XVIII533  there  is  a  statement  showing  the 
actual  value  of  various  forms  of  property  in  the  several  tax- 
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TABLE  XVB»o 

STATEMENT  OF  THE  ASSESSMENT  OF  TELEGRAPH  PROPERTY  AS 
FIXED  BY  THE  EXECUTIVE  COUNCIL,  JULY  26,  1909 


NAMBS  OF  COMPANIES  AND  COUNTIES 

Mileage 

Assessment 
Per  Mile 

Total 
Assessment 

Postal  Telegraph-Cable  Co.—  203 
C.  F.  Fox,  W.  W.  Morrison.  Des  Moines. 

25.56 

$05.00 

SI  661  40 

Bremer  

31.75 

2  063  75 

Butler  

27.81 

1  807  65 

Black  Hawk  

37.06 

2  408  90 

14.31 

930  15 

Cass  

28.65 

1  862  25 

Cedar  

6.94 

451  10 

25.67 

1  668  55 

Clinton            

16.42 

1  057  30 

25.62 

1  665  30 

27.00 

1  755  00 

31.21 

2  028  65 

Fayette  

33.50 

2  177  50 

Franklin            

9.62 

625  20 

7.95 

516  75 

13  15 

854  75 

30  56 

1  986  40 

25.25 

1  641  25 

56.88 

3  697  20 

38.95 

2,531  75 

9.75 

633  75 

Louisa     

22.95 

1  491  75 

90  00 

20  00 

1  800  00 

Lyon  (on  poles  of  Iowa  Tel.  Co.)  

3.00 

20.00 

60  00 

45.85 

65.00 

2  980  25 

Marshall  

31.60 

2,054  00 

Mitchell  

15.31 

995  15 

55  00 

20  00 

1  100  00 

26.48 

65.00 

1  721  20 

44  12 

2  867  80 

Plymouth  (on  poles  of  N  T  E  Co  )  

15  00 

20  00 

300  00 

Polk  

29.00 

65.00 

1,885.00 

Poweshiek  

25.03 

1,626  95 

Poweshiek     

16.75 

20.00 

335  00 

74  56 

65.00 

4,846  40 

Ringgold  .   .           .           

23  91 

1  554  15 

Scott  

37.46 

2,434.90 

Sioux  (on  poles  of  N.  T.  E.  Co.)  

14.34 

20.00 

286.80 

Tama  

12.64 

65.00 

821.60 

Taylor  

5.78 

375  70 

Union  

22.56 

1,466.40 

Wapello  (on  poles  of  Iowa  Tel  Co  )       

34  00 

20  00 

680  00 

18.79 

65.00 

1,221.35 

Woodbury  

24.69 

65.00 

1,604.85 

Woodbury  (on  poles  of  N.  T.  E.  Co  )  

5.63 

20.00 

112.60 

Worth  

14.39 

65.00 

935.35 

Total  

1.232.45 

S69.581.85 
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TABLE  XVI531 

STATEMENT  OF  THE  ASSESSMENT  OF  TELEGRAPH  PROPERTY  AS 
FIXED  BY  THE  EXECUTIVE  COUNCIL,  JULY  26,   1909 


NAMES  OF  COMPANIES  AND  COUNTIES 

Mileage 

Assessment 
Per  Mile 

Total 
Assessment 

Western  Union  Telegraph  Co.  —  4200 
Robt.  C.  Clowry;  A.  R.  Brewer,  New  York  City. 

38.34 

$         80.00 

$3,067.20 

29.86 

2,388  80 

64.55 

5,164  00 

145.25 

11,620  00 

28.21 

2  256  80 

31.43 

7  314  40 

Black  Hawk                    

73.11 

5  848  80 

63.03 

5,042  40 

30.32 

2,425  60 

50.31 

4,024  80 

95.88 

7,670  40 

76.71 

6  136  80 

95.22 

7  617  60 

Carroll           •••  •  .  • 

85.13 

6,810  40 

Cass                 

63.44 

5,075  20 

Cedar            

82.78 

6,622  40 

138.82 

11,105  60 

55.87 

4  469  60 

33.38 

2,670.40 

Clarke         

46.42 

3,713  60 

Clay                

109.87 

8,789  60 

133.53 

10,682  40 

165.44 

13  235  20 

156.26 

12  500  80 

Dallas               .        

69.26 

5  540  80 

65.83 

5,266.40 

96.71 

7,736.80 

75.45 

6,036  00 

61.97 

4  957  60 

50.04 

4  003  20 

91.03 

7,282.40 

73.83 

5,906.40 

Fayette     

97.84 

7,827.20 

70.40 

5,632.00 

Floyd            

65.24 

5  219  20 

Franklin  

56.81 

4,544.80 

Greene  

47.18 

3,774.40 

Grundy   

57.77 

4,621.60 

Guthrie   

53.27 

4,261.60 

Hamilton  

76  48 

6,118.40 

107  70 

8  616  00 

Hardin       

148  98 

11,918.40 

Harrison  

112.28 

8,982.40 

Henry  

75.64 

6,051.20 

Howard  

24  38 

1,950.00 

Humboldt  

90  66 

7,252.84 

Ida  

40  38 

3,230.40 

Iowa  

57  93 

4,634  40 

Jackson  .  .  . 

88.68 

7.094.40 
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NAMES  OP  COMPANIES  AND  COUNTIES 

Mileage 

Assessment 
Per  Mile 

Total 
Assessment 

Western  Union  Telegraph  Co.  —  Continued. 
Jasper    

101.00 

80.00 

8  159  20 

Jefferson  

87.52 

7  001  60 

72.26 

5  780  80 

06.00 

7  680  00 

Keokuk  

153  06 

12  316  80 

Kossut  h  

146.10 

11  695  20 

Lee  

160.08 

12  806  40 

Linn  

152.30 

12  184  00 

Louisa  

73.34 

5  867  20 

Lucas  .    .    . 

49  64 

3  071  20 

Lyon  

110.35 

8  828  00 

Madison  

33.02 

2  641  60 

Mahaska  

158.10 

12  648  00 

Marion  

106.15 

8  492  00 

Marshall  .        . 

116.85 

9  348  00 

Mills  

90.02 

7,273.60 

Mitchell  

38.40 

3.072.00 

Monona  «  

113.66 

0  092.80 

Monroe  

101.76 

8  140  80 

Montgomery     .    .                    

48.42 

3  873  60 

Muscat  ine  

109.57 

8,765.60 

O'Brien  

97.52 

7,801.60 

Osceola  

57.13 

4  570.40 

Page  

101.51 

8  120  80 

Palo  Alto  .  .        .          ... 

75  31 

6  024  80 

Plymouth  

93.01 

7,440.80 

Pocahon  tas  

91.04 

7,283.20 

Polk  

137  53 

11,002.40 

Pottawattamie  ... 

160  74 

12  850  20 

Poweshiek 

96  03 

7  687  20 

Ringgold  

79.84 

6,387.20 

Sac  

107.53 

8,602.40 

Scott  

100  99 

8,070.20 

Shelby  

60  68 

4,854.40 

Sioux  

137.48 

10,098.40 

Story  

122  86 

0,828.80 

Tama  .           

122  26 

0,780.80 

Taylor  

55  00 

4,400.00 

Union  . 

43  67 

3  493  60 

Van  Buren  

80  Oo 

6,404.00 

Wapello  

115.42 

9,233.60 

Warren  

82  72 

6.617.60 

Wayne  

70  40 

6,352.00 

Webster  

165  75 

13,260.00 

Winnebago  

59.05 

4,724.00 

Winneshiek  

83  35 

6,668.00 

Woodbury  

175.21 

14,016.80 

Worth  

45  98 

3.678.40 

Wright  

117  84 

9,427.20 

Washington  

129.90 

10,392.00 

Total.  .  . 

8.804.24 

$80.00 

$704.339.20 

STATEMENT  OP  THE  ASSESSMENT  OF  TELEGRAPH  PROPERTY  AS 
FIXED  BY  THE  EXECUTIVE  COUNCIL,  JULY  26,   1909 


NAMES  OP  COMPANIES  AND  COUNTIES 

Mileage 

Assessment 
Per  Mile 

Total 
Assessment 

American  Telephone  and  Telegraph  Co. 
C.  R.  Bangs,  M.  Egleston,  New  York  City. 
Adair  

13.57 

$80.00 

$1,085  60 

Benton  

27.48 

2  198  40 

Bremer  

11.33 

906  40 

Butler  

23.62 

1  889  60 

Black  Hawk  

53  19 

4  255  20 

Cass  

23  61 

1  888  80 

Cedar  

41  65 

3  332  00 

Cerro  Gordo  

20.07 

1  605  60 

Dallas  

1.58 

126  40 

Des  Moincs  

31.70 

2  536  00 

Floyd  

23  74 

1  839  20 

Fremont  

23  38 

1  870  40 

Grundy  

10.11 

808  80 

Guthrie  

11  12 

889  60 

Iowa  

28  38 

2  270  40 

Jasper  

57  72 

4  617  60 

Johnson  

29  10 

2  328  00 

Jones  

1  24 

99.20 

Lee  

51  62 

4,129.60 

Louisa  

20  11 

1  608.80 

Linn  

32  31 

2  584  80 

Marshall  

37  86 

3  028  80 

Madison  

22  29 

1  783  20 

Mills  

22  17 

1  773  60 

Muscatine  

62  14 

4  971  20 

Polk  

49  99 

3  999  20 

Pottawattamie  ...    . 

54  32 

4  345  60 

Poweshiek  

29  41 

2  352  80 

Scott  

38  59 

3  087  20 

Tama  

14  12 

1  123  60 

Warren  

52 

41  60 

Worth  

18.97 

1,517.60 

Total  

887  01 

$80  00 

$70  960  80 

ing  districts  of  Chickasaw  County  for  the  year  1908.  At- 
tention is  especially  called  to  the  striking  regularity  of 
variation  in  the  column  giving  the  actual  value  of  railroad, 
telegraph,  and  express  companies,  respectively.  New  Hamp- 
ton township,  which  has  the  largest  railway  valuation, 
$401,352,  also  has  the  largest  valuation  for  telegraph  and 
express  companies;  Washington  township  ranks  second, 
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TABLE  XVIII533 
VALUATIONS  OF  CHICKASAW  COUXTY,  IOWA,  FOB  1908 


TOWNSHIPS 

Actual 
Value 
Lands 
and  Lots 

Value 
of  Per- 
sonal 
Proper- 
ty 

Value 
of 
Rail- 
roads 

Value  of 
Telegraph 

Value  of 
Telephone 

Value  of 
Expr'sC'os 

Total  of 
All  Property 

Actual 
Value 

Tax- 
able 
Value 

Utica  

$1247730 
1148423 
1228529 
1278980 
775164 
843640 
875673 
892082 
853511 
769130 
842956 
779761 
525330 
116784 
169236 
837352 
92688 
37664 
26612 
94796 

$121668 
134305 
145524 
162184 
117088 
62356 
110016 
100568 
97444 
107792 
96914 
99976 
400804 
149720 
98664 
476036 
51604 
17125 
13232 
80320 

$57768 

$130 

$936 
1220 
2091 
1000 
1663 
1616 
1329 
1330 
1221 
817 
897 
1730 
377 
110 
180 
673 
122 
52 
68 
83 

$70 

$1428302 
1283948 
1720062 
1442164 
1080686 
1126104 
1389658 
1108583 
1089814 
989051 
940767 
938407 
953193 
281244 
280953 
1366157 
159152 
61354 
40112 
180617 

$357075 
320987 
430016 
360541 
270172 
281526 
347404 
277145 
272454 
247238 
235191 
234602 
238298 
70311 
70238 
341539 
39788 
15338 
10038 
45154 

Washington  

342904 

628 

386 

Deerfield  

Chickasaw  

186092 
217752 
401352 
114208 
137232 
110984 

442 
480 
821 
257 
251 
203 

237 
260 
467 
138 
155 
125 

Dayton  

New  Hampton  

Stapleton  

Fredericksburg  

Dresden  

Richland  

Bradford  

5640S 
26432 
23404 
45484 
81348 
28220 
17596 

334 
156 
44 
102 
164 
64 
40 

198 
94 
26 
55 
92 
34 
21 

Nashua  City  

Fredericksburg  City  

Lawler  City  

New  Hampton  City  

Ionia  Corp  

Bassett  Corp  

North  Washington  Corp  

Alta  Vista  Corp  

19532 

36 

22 

Totals... 

$13325625 

82643940 

$1866716 

$4152 

$17515 

$2380 

17860328 

$4465082 

Dayton  third,  and  Chickasaw  fourth,  for  all  three  classes 
of  property.  On  the  other  hand,  Jacksonville,  Deerfield, 
and  Eichland  townships,  and  North  Washington  corpora- 
tion have  no  railroads,  telegraph,  or  express  companies, 
and  therefore  collect  no  taxes  from  this  class  of  corpora- 
tions. To  state  the  problem  differently,  three  townships  in 
Chickasaw  county  enjoy  no  revenue  from  these  corpora- 
tions ;  while  three  neighboring  townships  —  New  Hampton, 
Washington,  and  Dayton  —  have  more  actual  valuation  of 
railroad,  telegraph,  and  express  property  than  all  the  re- 
maining taxing  districts  of  the  County.  To  call  this  either 
justice  or  expediency  would  of  course  be  a  logical  absurdity. 
Perhaps  no  one  should  object,  however,  if  these  seventeen 
taxing  districts  through  their  liberal  support  of  such  cor- 
porations are  willing  indirectly  to  pay  the  taxes  of  the 
three  favored  townships.  It  is  simply  a  case  of  the  majority 
paying  the  taxes  of  a  small  minority. 
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Nor  is  this  all  the  information  which  it  is  possible  to 
derive  from  this  table.  The  four  cities  —  Nashua,  New 
Hampton,  Lawler,  and  Fredericksurg  —  all  taken  together 
have  but  little  more  than  half  the  actual  valuation  of  rail- 
road, telegraph,  and  express  companies  found  in  the  single 
township  of  New  Hampton.  In  fact  all  the  cities  and  in- 
corporated towns  have  less  assessed  valuation  of  this  class 
of  property  than  either  Washington  or  New  Hampton  town- 
ships. It  also  appears  that  the  township  of  New  Hampton 
has  five  times  the  assessed  valuation  of  railroads,  telegraph, 
and  express  companies  as  the  city  of  that  name.  The  same 
general  principles  hold  true  in  the  case  of  telephone  com- 
panies although  the  inequalities  are  less  marked.  Such  are 
the  gross  inequalities  of  tax  distribution  for  the  leading 
public  service  corporations  created  by  the  General  Assembly 
of  Iowa. 

Finally,  Table  XIX 534  will  make  the  true  conditions  even 
more  apparent  to  the  reader.  This  table,  which  is  similar 
to  the  one  already  given  for  express  companies,  is  self- 
explanatory.  The  assessed  valuation  of  telegraph  and 
telephone  companies  is  given  for  the  fifty  leading  cities  of 
Iowa.  For  selected  cities  the  valuation  is  as  follows:  for 
Des  Moines,  $43,310;  for  Sioux  City,  $25,003;  for  Council 
Bluffs,  $7,542;  for  Ottumwa,  $6,726;  for  Boone,  $5,162;  for 
Iowa  City,  $3,862;  for  Mason  City,  $1,482;  for  Webster 

TABLE  XIX 8M 

ASSESSED  VALUE  OF  TELEGRAPH  AND  TELEPHONE  COMPANIES  IN 
FIFTY  LEADING  CITIES  OF  IOWA 

CITY  ASSESSED 

NUMBER  CITY  VALUATION 

1 Des  Moines    $43,310 

2 Dubuque   67,789 

3 Sioux  City 25,003 

4 Davenport    14,970 

5 Cedar  Eapids   31,753 

6 Burlington    7,199 

7 Council  Bluffs    7,542 
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TABLE  XIX  —  CONTINUED 

CITY  ASSESSED 

NUMBER  CITY  VALUATION 

8 Clinton    7,905 

9 Ottumwa    6,726 

10 Muscatine   6,361 

11 Keokuk    

12 Fort  Dodge  7,110 

13 Marshalltown   2,788 

14 Oskaloosa   999 

15 Boone   5,162 

16 Fort  Madison   3,456 

17 Iowa  City  3,862 

18 Creston   2,132 

19 Mason  City 1,482 

20 Centerville 525 

21 Oelwein    

22 Cedar  Falls 

23 Atlantic  815 

24 Le  Mars  2,043 

25 Fairfield 622 

26 Bed  Oak  2,156 

27 Webster  City   1,904 

28 Grinnell   2,601 

29 Charles  City  91 

30 Washington 807 

31 Newton 112 

32 Shenandoah    2,087 

33 Perry    44 

34 Clarinda 3,805 

35 Cherokee    900 

36 Albia  1,995 

37 Decorah   705 

38 Independence    842 

39 Maquoketa  1,809 

40 Estherville    480 

41 Mount  Pleasant  916 

42 Vinton    2,920 

43 Indianola  996 

44 Waverly    1,114 

45 Missouri  Valley   

46 Belle  Plaine  4,649 

47 Ames    2,643 

48 Carroll    787 

49 Knoxville 678 

50..              ..Denison    .                             472 
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City,  $1,904;  for  Decorah,  $705;  and  for  Ames,  $2,643.  In 
other  words,  the  assessed  valuation  of  public  service  cor- 
porations is  so  distributed  that  all  the  telegraph  and  tel- 
ephone companies  operating  in  the  average  Iowa  city  pay 
about  the  same  tax  as  one  individual  property  owner  of 
moderate  circumstances.  As  stated  above,  this  whole  prob- 
lem will  receive  more  careful  analysis  in  the  chapters  on 
railway  taxation.  How  to  remedy  these  inequalities  will 
also  appear  in  a  later  chapter.535 

The  history  of  the  taxation  of  telegraph  and  telephone 
companies,  it  may  be  said  in  conclusion,  falls  into  five  dis- 
tinct periods.  Up  to  1868  telegraph  companies  were  in- 
cluded in  the  general  property  tax.  At  that  time  these 
corporations,  together  with  express  companies,  were  as- 
sessed on  a  personal  property  basis  at  the  same  rate  as  the 
property  of  individuals,  the  amount  of  assessment  being 
arbitrarily  fixed  at  forty  per  cent  of  the  gross  receipts.  This 
unique  system  prevailed  until  1878  when  a  new  law  was 
passed  providing  for  ad  valorem  assessment  of  telegraph 
companies  by  the  Executive  Council.  The  basis  of  assess- 
ment was  made  the  tangible  property,  a  report  of  which 
was  required  of  each  company,  the  rate  being  fixed  at  the 
average  rate  of  the  general  property  tax,  State,  municipal, 
and  local,  and  the  tax  paid  into  the  State  treasury.  This 
law  was  applied  to  telephone  companies  by  a  decision  of  the 
Supreme  Court. 

In  1897  important  amendments  were  made  largely  for 
the  purpose  of  reaching  intangible  values,  reports  for  gross 
receipts,  operating  expenses,  par  and  market  value  of  the 
stock,  etc.,  being  required  of  each  company.  Following  the 
familiar  decision  of  the  Supreme  Court,  the  whole  system 
was  changed  in  1900.  The  Cheshire  plan  as  applied  to  ex- 
press companies  was  not,  however,  enacted  into  law.  It 
was  held  that  the  method  of  assessment  provided  therein 
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was  arbitrary  and  would  result  in  the  taxation  of  "  im- 
ported values".  The  Blanchard  substitute  bill,  ably  cham- 
pioned by  the  independent  telephone  interests,  was  passed, 
and  provided  essentially  the  same  plan  of  assessment  and 
taxation  as  that  applied  to  railway  corporations.  Under 
this  plan  detailed  reports  are  required  and  much  latitude  is 
given  the  Executive  Council  in  making  the  assessment.  The 
chief  and  fatal  objection  to  the  whole  plan,  as  proved  by  the 
tables,  is  that  of  unjust  tax  distribution. 


X 

THE  INHERITANCE  TAX 

Some  form  of  inheritance  taxation  is  now  included  in  the 
budgets  of  a  majority  of  the  American  Commonwealths.  In 
some  States  it  is  direct ;  but  in  a  large  number  only  a  col- 
lateral tax  is  levied.  Iowa  belongs  to  the  latter  class. 

The  first  important  reference  made  in  this  State  to  the 
general  subject  of  inheritance  taxation  is  to  be  found  in  the 
Report  of  the  Revenue  Commission  of  1893.536  The  bill  as 
drafted  by  this  commission  provided  for  a  tax  on  all  estates 
of  decedents  passing  to  direct  heirs  when  the  same  were 
worth  $25,000  in  personalty,  or  $100,000  in  realty,  and  also 
on  all  estates  passing  otherwise  and  worth  over  $2,000.  That 
portion  of  the  bill  relating  to  the  classification  and  rates  of 
the  inheritance  tax  contains  the  following  provisions : 

All  property  within  the  jurisdiction  of  this  state  or  interest 
therein,  whether  belonging  to  inhabitants  of  this  state  or  not,  and 
whether  tangible  or  intangible,  which  shall  pass  by  will  or  by  the  in- 
testate laws  of  this  state,  or  by  deed,  sale,  or  gift,  made  or  intended 
to  take  effect  in  possession  or  enjoyment  after  the  death  of  the 
grantor,  to  any  person,  in  trust  or  otherwise,  shall,  except  as  herein 
provided,  be  subject  to  a  tax  of  five  per  cent  of  its  value  above  the 
sum  of  $2,000.  up  to  the  sum  of  $50,000.  inclusive ;  of  seven  per  cent 
of  the  value  over  and  above  $50,000.  and  up  to  and  including  $100,- 
000 ;  and  of  ten  per  cent  of  the  value  over  and  above  $100,000 ;  and 
all  administrators,  executors  and  trustees,  and  other  persons  having 
possession  or  control  of  any  such  property  which  shall  pass  as  afore- 
said, shall  be  liable  for  all  such  taxes  until  the  same  shall  have  been 
paid,  as  herein  directed. 

When  the  property,  or  any  beneficial  interest  therein,  passes  by 
any  such  transfer  to  or  for  the  use  of  the  father,  mother,  husband, 
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wife,  lineal  descendant  born  in  lawful  wedlock,  the  husband  or 
wife  or  widow  of  such  lawful  descendant  of  the  decedent,  or  some 
strictly  charitable  or  public  purpose,  such  transfer  of  property 
shall  not  be  taxable  under  this  act  unless  it  is  personal  property  of 
the  value  of  $25,000,  or  real  property  of  the  value  of  $100,000;  in 
which  cases  the  rate  of  taxation  shall  be  as  follows: — 

1.  On  personal  property  of  the  value  of  $25,000,  and  over  one 
per  centum  of  the  excess  over  $25,000. 

2.  On  personal  property  of  the  value  of  $100,000  and  over,  an 
additional  one  per  centum  of  the  excess  over  $100,000. 

3.  On  personal  property  of  the  value  of  over  $300,000,  an  ad- 
ditional one  per  centum  of  the  amount  in  excess  thereof. 

4.  On  personal  property  of  the  value  of  over  $500,000,  an  addi- 
tional rate  of  one  per  centum  of  the  amount  in  excess  of  $500,000. 

5.  On  personal  property  in  excess  of  the  value  of  $1,000,000, 
an  additional  one  per  cent  on  such  excess,  making  a  rate  of  five  per 
centum  on  all  amounts  in  excess  of  $1,000,000. 

6.  On  all  property  of  the  value  of  over  $100,000  one  per  cent 
of  the  value  in  excess  of  $100,000,  another  rate  of  one  and  a  half 
per  cent  of  the  excess  over  $500,000,  and  another  rate  of  two  and  a 
half  per  cent  of  the  value  in  excess  of  $1,000,000,  making  a  total 
rate  of  five  per  cent  on  such  excess.637 

Nothing  came  of  this  plan,  however,  as  the  Eevenue  Com- 
mission bill  was  not  even  brought  to  a  vote  in  1894.538  The 
question  of  inheritance  taxation  was  again  taken  up  in 
1895  by  the  Code  Commissioners.  The  proposed  revision  of 
the  Code  of  Iowa  contained  this  provision : 

In  addition  to  the  taxes  hereinbefore  provided  to  be  levied  and 
collected,  there  shall  be  collected  a  succession  tax  from  the  estates 
of  decedents  exceeding  in  valuation  three  thousand  dollars,  as  fol- 
lows: On  all  sums  in  excess  of  three  thousand  and  not  exceeding 
five  thousand  dollars,  two  per  cent;  on  all  sums  in  excess  of  five 
thousand  and  not  exceeding  ten  thousand  dollars,  three  per  cent; 
on  all  sums  exceeding  ten  thousand  and  not  exceeding  twenty 
thousand  dollars,  four  per  cent;  and  upon  all  sums  in  excess  of 
twenty  thousand  dollars,  five  per  cent ;  which  tax  shall  be  collected 
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by  the  administrator  or  executor  as  a  part  of  the  cost  of  administra- 
tion, and  paid  to  the  county  treasurer  of  the  proper  county.539 

It  will  be  noted  that  this  brief  section  provides  for  an 
estate  tax  without  making  any  distinction  between  direct 
and  collateral  heirs,  and  is  in  every  way  much  less  com- 
plicated than  the  measure  drafted  by  the  Eevenue  Com- 
mission outlined  above.  In  fact,  the  Code  Commissioners 
refer  to  the  "elaborate  provisions  for  a  succession  or  in- 
heritance tax"  recommended  by  the  Eevenue  Commission, 
but  claim  that  a  more  simple  measure  "will  accomplish  all 
that  is  necessary."540 

At  this  time  the  demand  for  at  least  a  collateral  inherit- 
ance tax  had  become  quite  general.  Governor  Jackson 
recommended  it  in  his  biennial  message  of  1896.541  When  the 
General  Assembly  met  and  the  members  began  to  canvass 
the  situation  relative  to  inheritance  taxation,  it  soon  became 
evident  that  the  time  was  not  ripe  for  levying  a  direct  tax. 
The  majority  of  members  favored  a  collateral  tax,  but  were 
opposed  to  a  direct  inheritance  tax.  Accordingly,  the  Senate 
Committee  on  Ways  and  Means  prepared  a  substitute  bill, 
eliminating  the  tax  on  estates  passing  to  direct  heirs  as 
provided  for  by  the  Code  Commissioners.542  The  substitute 
measure  imposing  a  tax  of  five  per  cent  on  all  estates  of 
one  thousand  dollars  and  over,  after  deducting  legal  debts, 
and  passing  to  collateral  heirs  or  strangers  to  the  blood, 
was  enacted  into  law  practically  without  opposition.543 

The  leading  provisions  of  the  law  may  be  briefly  sum- 
marized. A  flat  rate  of  five  per  cent  is  levied  on  all  estates 
above  the  sum  of  one  thousand  dollars,  after  deducting  legal 
debts,  save  those  passing  "to  or  for  the  use  of  the  father, 
mother,  husband,  wife,  lineal  descendant,  adopted  child,  the 
lineal  descendant  of  an  adopted  child  of  a  decedent,  or  to  or 
for  charitable,  educational,  or  religious  societies  or  in- 
stitutions within  this  state."544 

It  is  made  the  duty  of  the  executor,  administrator,  or 
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trustee,  to  file  an  inventory  of  real  estate  liable  to  the  tax 
and  cause  the  same  to  be  entered  upon  the  lien  book  in  the 
office  of  the  clerk  of  the  court  in  each  county  where  each 
particular  part  of  such  real  estate  is  situated.  All  real 
estate  is  to  be  appraised  within  thirty  days  after  the  ap- 
pointment of  an  administrator,  executor,  or  trustee,  and 
the  tax  paid  within  fifteen  months  from  the  approval  by 
the  court  of  such  appraisement.  Special  provisions  are 
made  for  estates  bequeathed  for  a  term  of  years  to  lineal 
descendants  and  the  remainder  to  a  collateral  heir  or 
stranger  to  the  blood,  also  for  the  disposal  of  life  estates. 
On  these  points  the  provisions  of  the  law  are  somewhat 
confused.545 

All  taxes  imposed  under  the  provisions  of  this  act  are 
payable  to  the  Treasurer  of  State.  It  is  made  the  duty  of 
the  administrator,  executor,  or  trustee,  if  he  has  not  been 
discharged,  and  if  he  has  been  discharged  it  is  made  the 
duty  of  the  clerk  of  the  court,  to  file  with  the  Treasurer  of 
State  a  copy  of  the  appraisement.  The  district  court  is 
given  jurisdiction  in  all  questions  relating  to  the  tax.  The 
fact  is  that  a  careful  study  of  the  act  reveals  a  complete 
division  of  authority  and,  what  logically  follows,  an  absence 
of  administrative  responsibility. 

The  defects  of  the  law  soon  became  apparent.  Moreover 
the  fact  that  mere  legislation  can  not  construct  an  efficient 
revenue  system  is  clearly  illustrated  in  our  experience  with 
the  inheritance  tax.  In  his  report  for  1897,  John  Herriott, 
Treasurer  of  State,  has  ably  and  clearly  discussed  the  nu- 
merous defects  of  the  inheritance  tax  law. 

"To  any  one  familiar  with  the  necessities  of  efficient  and 
successful  fiscal  administration",  says  Mr.  Herriott,  "the 
defects  of  the  Iowa  law  are  serious.  They  may  be  succinctly 
described  as  a  lack  of  responsible,  central,  and  systematic 
control  and  supervision  of  the  enforcement  of  the  law.  No 
one  officer,  no  one  body,  is  held  in  any  particular  sense  or 
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in  any  definite  manner,  responsible  for  the  collection  of  the 
tax  on  collateral  inheritances.  The  administrator  or  ex- 
ecutor or  trustee,  the  judge  of  the  district  court,  the  clerk 
of  the  court,  the  Treasurer  of  State,  each  at  some  time  or 
at  some  stage  in  the  process  of  the  descent  of  property  is 
charged  with  something  of  responsibility ;  the  courts  in  the 
main,  however,  being  given  the  major  part  of  the  work  of 
seeing  that  the  tax  is  collected.  One  official  may  act  if  an- 
other, who  should  have  acted,  fails  to  do  his  duty;  but  if 
the  first  fails,  or  refuses  to  act,  the  second  can  scarcely 
accomplish  anything  because  he  knows  little,  or  nothing, 
about  the  premises."546 

The  absence  of  an  efficient  and  successful  administration 
so  characteristic  of  our  whole  financial  system,  is  thus  held 
to  be  the  cardinal  defect  of  the  inheritance  tax  law.  Mr. 
Herriott  proceeds  to  make  a  more  careful  analysis  of  this 
problem.  In  the  first  place,  the  law  does  not  provide  the 
Treasurer  with  any  adequate  means  of  ascertaining  when 
estates  pass  to  collateral  heirs  or  strangers  in  blood. 
Granting,  however,  that  this  information  is  secured,  he  is 
then  practically  helpless,  not  being  able  to  work  through 
any  authorized  agent  of  the  department.  In  other  words, 
the  division  of  authority  and  responsibility  among  adminis- 
trators, trustees,  clerks  of  the  court,  judges,  county  at- 
torneys, etc.,  makes  it  difficult  to  secure  data  or  to  act 
promptly  in  the  event  that  data  has  been  secured.  The 
Treasurer  of  State  is  made  responsible  for  the  collection 
of  the  tax,  but,  not  being  provided  with  adequate  fiscal 
machinery,  is  powerless  to  perform  that  duty. 

Again,  in  the  matter  of  appraisement  many  abuses  were 
found.  An  investigation  proved  that  the  tax  had  been 
reckoned  on  the  assessed  rather  than  the  market  valuation 
of  lands,  lots,  etc.  For  example,  ninety  acres  of  land  in 
Monroe  County  had  been  reported  at  $3.88  an  acre,  and 
three  hundred  twenty  acres  in  Iowa  County  at  $2.71  per 
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acre.  The  situation  elsewhere  in  the  State  was  much  the 
same,  indicating  the  existence  of  discrimination,  a  total  lack 
of  uniformity,  persistent  low  valuation  —  in  fact,  numerous 
conditions  not  contemplated  by  the  law.  Other  defects  are 
pointed  out  in  the  report  and  a  brief  statement  of  the  his- 
tory of  the  tax  in  Massachusetts  and  New  York  is  presented. 
In  Massachusetts  conditions  similar  to  those  in  Iowa547 
had  prevailed,  and  to  remedy  the  same,  development  had 
been  along  the  line  of  a  more  centralized  administration  and 
therefore  more  efficient  control.548  New  York  had  also 
passed  through  the  same  experience.  In  the  beginning  al- 
most a  complete  absence  of  central  administrative  control 
was  admitted  by  the  State  Comptroller.549  Later,  however, 
substantial  amendments  remedied  this  defect  of  the  law  and 
thus  made  its  operation  more  effective.550 

In  conclusion,  Mr.  Herriott  presents  what  appears  to  the 
writer  as  one  of  the  most  fundamental  defects  of  the  law. 
We  refer  to  the  fact  that  its  administration  was  made  so 
largely  a  judicial  function.  It  should  be  borne  in  mind  that 
the  work  of  collecting  any  tax  is  primarily  executive  or  ad- 
ministrative, not  judicial,  in  character.  No  court  should  be 
required  or  expected  to  administer  tax  laws.  Weighed  down 
with  this  and  other  serious  objections  satisfactory  results 
could  not  reasonably  be  anticipated.  It  is  not  surprising  to 
learn  that,  at  the  time  the  report  of  the  Treasurer  was  made, 
only  five  estates  had  been  listed  as  passing  to  collateral 
heirs.551  The  law,  in  a  word,  was  practically  a  dead  letter. 

Governor  Drake  called  attention  to  the  criticisms  and 
recommendations  of  the  Treasurer  of  State  regarding  the 
collateral  inheritance  tax  and  suggested  that  "it  would 
perhaps  be  well  to  give  the  counties  an  interest  in  it  and 
make  it  the  duty  of  some  county  officer  to  attend  to  the 
same  locally,  as  the  state  treasurer  is  required  to  do  at 
large."552 

An  act  was  passed  by  the  Twenty-Eighth  General  As- 
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sembly  containing  amendments  which  resulted  in  a  some- 
what more  centralized  administrative  control.  Appraisers 
were  required  to  give  notice  to  the  Treasurer  of  State,  who, 
in  turn,  might  object  to  the  appraisement  and  require  that 
it  be  made  at  "its  value  on  the  market  in  the  ordinary  course 
of  trade."  Much  power  and  authority  in  this  connection 
was  given  to  the  district  court.553 

Special  provisions  were  made  regarding  the  transfer  of 
corporate  stock  in  the  hands  of  a  foreign  administrator  or 
trustee,  also  regarding  the  transfer  of  securities  and  assets 
by  safe  deposit  companies,  trust  companies,  banks,  or  other 
similar  institutions.  The  act  further  required  that  a  list 
of  collateral  heirs  be  furnished  the  clerk  of  the  court, 
specified  the  compensation  and  powers  of  county  attorneys, 
and  provided  for  a  special  board  of  six  members  consisting 
of  the  Chief  Justice  of  the  Supreme  Court  and  five  district 
judges  appointed  by  him  for  the  purpose  of  framing  uni- 
form rules  and  regulations  relative  to  the  assessment  and 
collection  of  the  collateral  inheritance  tax  for  the  guidance 
of  the  district  judges,  officers  of  the  court,  executors,  and 
administrators.554 

Pursuant  to  the  authority  conferred  by  act  of  the  General 
Assembly,555  Judge  H.  E.  Deemer,  Chief  Justice  of  the 
Supreme  Court,  appointed  five  district  judges  to  act  with 
him  as  a  board  to  frame  rules  and  regulations  for  the  as- 
sessment and  collection  of  the  tax.556  Their  report  was 
promptly  prepared  and  adopted  June  11,  1898.  A  large 
number  of  copies  were  printed  in  pamphlet  form  by  the 
State  and  widely  distributed  for  the  use  of  judges,  clerks 
of  court,  county  attorneys,  executors,  administrators,  and 
trustees. 

The  provisions  of  this  report  consist  of  eleven  rules  con- 
cerning the  following  subjects:  lien  book,  report  by  ad- 
ministrators, duties  of  the  clerk,  appointment  of  appraisers, 
duties  of  appraisers,  duties  of  the  county  attorney,  duties 
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of  the  court,  record,  costs,  book  and  blanks,  and  construc- 
tion. It  is  made  the  duty  of  the  clerk  of  the  district  court 
in  and  for  each  county  to  keep  a  collateral  inheritance  tax 
and  lien  book  in  which  to  make  an  accurate  record  of  all 
proceedings  relative  to  the  inheritance  tax.557 

In  case  the  real  estate  or  any  part  of  it  is  subject  to  an 
inheritance  tax,  it  becomes  the  duty  of  the  administrator  to 
cause  the  same  to  be  entered  upon  the  lien  book  in  the  office 
of  the  clerk  of  the  court  in  each  county  where  each  par- 
ticular piece  of  such  real  estate  is  located.  It  is  made  the 
duty  of  the  clerk  of  the  district  court  to  keep  an  accurate 
and  complete  account  of  all  inventories,  lists  of  heirs,  and 
other  data  relative  to  the  inheritance  tax.  Three  competent 
residents  and  freeholders  of  each  county  are  annually  ap- 
pointed by  the  court  to  act  as  appraisers.  The  appraise- 
ment, made  in  each  case  after  due  legal  notice,  is  deposited 
with  the  clerk  of  the  court  and  a  copy  of  the  same  filed  by 
him  with  the  Treasurer  of  State. 

The  duties  of  the  county  attorney  are  specified  in  rule 
.  six.  Among  other  things  he  is  required  to  make  a  report 
in  writing  of  any  property  he  has  reason  to  believe  should 
bear  an  inheritance  tax.  A  similar  duty  is  lodged  with  the 
court  itself,  which  must  direct  the  county  attorney  to  in- 
stitute proceedings  in  such  cases.  In  a  word,  a  careful 
study  of  the  amended  law  together  with  the  rules  and 
regulations  supplementary  thereto  reveals  a  division  of 
responsibility  —  and  what  always  follows,  inefficient  ad- 
ministration. 

Some  real  progress,  however,  had  been  made.  Following 
the  recommendations  of  the  Attorney  General,  made  in  his 
report  for  1898,558  the  increased  powers  and  duties  of 
county  attorneys  had  produced  beneficial  results.  Concern- 
ing changes  made  in  the  original  law  the  Treasurer  of  State 
says  that  "the  results  of  this  amendatory  act  were  im- 
mediate, marked,  and  of  wide  beneficial  effect."559  Neverthe- 
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less  a  number  of  additional  amendments  to  the  law  are 
recommended.  Foremost  among  these  should  be  noted  the 
suggestion  that  the  Treasury  Department  be  given  author- 
ity and  adequate  means  for  thoroughly  investigating  the 
probate  court  records.  It  was  claimed  that  this  work  should 
be  in  the  hands  of  one  or  two  inspectors  subject  to  the 
directions  of  the  head  of  the  department.  To  the  Treasurer 
of  State  this  appeared  to  be  the  only  effective  method  of 
securing  information  in  cases  where  local  authorities  were 
indifferent  or  refused  to  report.  "At  present",  he  writes, 
"the  State  is  helpless  if  the  Clerk  of  Court  and  County 
Attorney  are  both  unwilling  to  make  report  and  the  Court 
and  the  attorneys  for  the  estates  fail  to  attend  to  the 
tax."560 

In  the  second  place  the  Treasurer  recommended  that  the 
exemption  of  one  thousand  dollars  should  be  restricted 
solely  to  brothers  and  sisters  of  a  decedent  resident  of  Iowa. 
Legislation  along  this  line,  however,  did  not  prove  to  be 
necessary  as  the  point  at  issue  was  settled  by  judicial  con- 
struction.561 Finally,  there  was  a  recommendation  in  favor 
of  a  graduated  inheritance  tax.  The  rate  suggested  was 
seven  per  cent  on  estates  passing  to  collateral  heirs,  res- 
idents of  other  States  of  the  Union,  and  ten  per  cent  upon 
property  passing  to  heirs  or  devisees  living  in  a  foreign 
country.562 

The  General  Assembly  of  1900  passed  an  amendatory 
act  making  some  minor  changes  in  the  law.  The  deduction 
of  debts,  foreign  estates,  appraisement,  inventories  of  per- 
sonalty, etc.,  are  among  the  subjects  which  are,  perhaps, 
more  clearly  outlined  in  the  amended  act.  Concerning  the 
valuation  of  life  and  term  estates,  it  is  noted  that  "the 
treasurer  of  state  is  directed  to  obtain  and  publish  for  the 
use  of  the  courts  and  appraisers  throughout  the  state  tables 
showing  the  average  expectancy  of  life,  and  the  value  of 
annuities  or  life  and  term  estates,  and  the  present  worth 
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or  value  of  remainders  and  reversions. ' ' 583  On  the  whole, 
however,  the  new  act  did  not  make  substantial  changes  in 
the  law,  the  fundamental  outlines  of  which  remained  the 
same. 

The  Treasurer  of  State  in  his  report  for  1901  again  gives 
considerable  space  to  the  subject  of  inheritance  taxation. 
A  rapid  increase  had  been  made  in  the  amount  of  collec- 
tions. In  the  period  just  closing,  the  collections  had  been 
$196,464.54  as  compared  with  only  $52,799.52  for  the  preced- 
ing period.  This  represented  an  increase  in  receipts  of 
about  two  hundred  sixty-eight  per  cent,  indicating  a  much 
more  efficient  administration.  Nevertheless,  a  number  of 
criticisms  and  suggestions  are  to  be  found  in  the  report.  He 
called  attention  to  the  fact  that  ''at  present,  it  is  necessary 
to  consult  the  Code,  the  Acts  of  the  Twenty- seventh  Gen- 
eral Assembly,  the  Acts  of  the  Twenty-eighth  General  As- 
sembly, and  the  rules  adopted  by  the  commission  consti- 
tuted for  framing  them,  before  a  complete  understanding 
of  the  law  can  be  had."564 

It  is  further  claimed  that  the  law  placed  a  premium  on 
delay.  Delays  are  permitted  all  along  the  line  —  in  making 
reports  to  clerks,  in  appraisement,  and  finally  a  delay  of 
fifteen  months  after  appraisement  for  the  payment  of  the 
tax  without  interest.  One  is  inclined  to  endorse  the  recom- 
mendation that  the  tax  should  be  paid  within  a  uniform 
period,  computed  from  the  date  of  death  as  a  correct  and 
equitable  basis. 

In  conclusion,  the  Treasurer  of  State  recommends  that 
the  clerk  of  the  district  court,  being  a  clerical  officer,  and 
having  full  knowledge  of  the  liability  of  estates  for  the  tax, 
be  required  to  notify  the  Treasury  Department  of  such 
liability,  in  lieu  of  the  report  by  the  county  attorney.  Fees 
for  this  work  are  specified,  as  are  also  fees  for  the  legal  ser- 
vices of  the  county  attorney.565  Nothing  was  done,  however, 
by  the  Twenty-ninth  General  Assembly  save  the  passing  of 
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an  act  relative  to  the  refunding  of  surplus  collateral  in- 
heritance taxes,566  although  a  bill  was  introduced,  which 
had  been  prepared  by  the  Treasury  Department,  largely 
for  the  purpose  of  making  existing  laws  conform  to  the 
decisions  of  the  Supreme  Court  and  the  opinions  of  the  At- 
torney General.  In  the  House  this  bill  was  reported  out 
of  the  committee  after  being  amended  so  that  it  was  prac- 
tically worthless^  and  in  this  condition,  was  indefinitely 
postponed.567 

In  his  report  for  1903  the  Treasurer  of  State  once  more 
gives  his  views  on  the  subject  of  inheritance  taxation. 
After  referring  to  the  Treasury  Department  bill  which  had 
been  amended  and  indefinitely  postponed  by  the  last  Gen- 
eral Assembly,  he  states  that  some  counties  show  constant 
returns,  indicating  substantial  enforcement  of  the  law; 
while  in  the  other  counties,  often  of  larger  wealth  and  pop- 
ulation, practically  no  returns  are  made.  This  condition 
of  affairs,  it  is  alleged,  is  due  to  two  causes:  first,  a  mali- 
cious and  concerted  attempt  to  evade  the  law;  and  second, 
ignorance  of  the  provisions  of  the  law.  "Probably  the  prin- 
cipal cause",  writes  the  Treasurer,  "is  that  no  point  can 
safely  be  determined  unless  one  is  thoroughly  familiar  with 
the  whole  law  and  the  several  decisions  of  the  supreme 
court. ' ' 568  Much  importance  is  rightly  attached  to  this 
point,  and  a  complete  codification  of  the  law,  rules,  and 
court  decisions  is  again  recommended,  to  the  end  that 
uniformity  and  efficiency  of  administration  may  be  se- 
cured. 569 

In  conformity  with  an  earlier  recommendation  of  the 
Treasurer  of  State,570  the  Thirtieth  General  Assembly 
passed  the  Garst  inheritance  tax  bill,  providing  for  a  dis- 
crimination against  non-residents  of  the  United  States.571 
The  rate  as  fixed  by  the  new  act  is  twenty  per  cent  for  all 
foreign  heirs,  unless  they  be  brothers  or  sisters  of  the 
decedent,  in  which  case  it  is  ten  per  cent.572  In  other  words. 
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the  law  as  amended  provides  a  rate  of  five  per  cent  on  all 
residents  of  the  United  States,  ten  per  cent  for  brothers  or 
sisters  of  the  decedent  living  abroad,  and  twenty  per  cent 
for  all  other  heirs  who  happen  to  be  residents  of  foreign 
countries. 

A  second  bill  was  introduced  in  1904  proposing  to  so 
amend  the  law  as  to  give  the  counties  where  estates  are 
located  a  portion  of  the  tax.573  It  was  claimed  that  such 
a  provision,  following  the  Pennsylvania  plan,  would  result 
in  better  enforcement  of  the  law  and  therefore  in  increased 
revenue  for  the  State.  In  this  connection  State  Treasurer 
G.  S.  Gilbertson  suggests  that  "a  division  of  the  tax  be- 
tween the  state  and  the  county  and  a  change  in  the  law  re- 
quiring clerks  to  report  estates  liable  for  the  tax  and  allow- 
ing them  compensation  for  the  service,  would  undoubtedly 
help  to  secure  a  better  observance  of  the  law."574  It  would 
be  superfluous  at  this  time  to  repeat  additional  criticisms 
contained  in  Mr.  Gilbertson's  report.  No  suggestion  was  of- 
fered which  had  not  already  been  made.  The  law  itself 
has  remained  practically  the  same  up  to  the  present  time. 
Three  amendments  relative  to  exemptions,  two  passed  in 
1906,575  and  a  third,  in  1909,  the  meaning  of  which  no  one 
can  understand,  complete  the  statute  as  now  enforced  in 
Iowa.576 

This  narrative  would,  however,  be  incomplete  without  a 
brief  statement  of  the  efforts  that  have  been  made  to  secure 
a  direct  inheritance  tax  law.  It  has  already  been  noted  that 
direct  inheritance  taxation  was  proposed  by  the  tax  com- 
mission in  1893,  and  in  a  more  simplified  form  by  the  Code 
Commissioners  in  1895.  Following  the  recommendation  of 
Governor  Cummins,  the  Thirty-Second  General  Assembly 
endeavored  to  pass  such  an  act,  but  the  opposition  in  the 
House  was  too  strong.577  In  fact,  the  bill  passed  the  Senate 
where  it  was  ably  supported  by  Lieutenant  Governor 
Garst.578  In  1909  this  experience  was  repeated. 
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Governor  Garst,  in  his  able  message  to  the  General  As- 
sembly, favored  a  direct  inheritance  tax  saying :  "I  recom- 
mend a  direct  inheritance  tax  substantially  in  the  form  of 
the  bill  which  passed  the  senate  of  the  Thirty-second  Gen- 
eral Assembly.  This  seems  to  me  a  fair  and  equitable  prop- 
osition. It  provides  for  the  exemption  of  the  first  ten  thou- 
sand dollars  of  individual  inheritance,  then  a  tax  of  one  per 
cent  on  the  second  ten  thousand  dollars,  and  an  additional 
one  per  cent  on  each  added  ten  thousand  dollars,  until  a 
maximum  of  five  per  cent  is  reached  which  is  to  be  applied 
to  all  above  fifty  thousand  dollars.  In  view  of  the  fact  that 
inheritances  are  made  possible  only  through  organized 
society  it  seems  to  me  that  the  state  has  a  right  to  exact 
these  small  sums  which  in  the  aggregate  would  add  largely 
to  the  revenues  of  the  state  and  be  from  a  source  where 
the  burden  would  be  felt  less  than  in  any  other  form."579 

Bills  were  introduced,  providing  for  such  a  tax  by  Sena- 
tor Shirley  Gillilland  and  Eepresentative  N.  J.  Lee.  The  Gil- 
lilland  bill  passed  the  Senate,580  but  both  bills  were  defeat- 
ed in  the  House  where  they  were  entirely  misunderstood  and 
misinterpreted  by  the  members  from  the  rural  districts.581 
The  Lee  bill  provided  for  a  tax  on  the  estate  as  a  whole; 
while,  according  to  the  provisions  of  the  Gillilland  bill,  the 
tax  was  to  be  levied  on  the  individual  inheritance.  The 
schedule  of  rates  of  the  former  bill  reads:  "Upon  all  in  ex- 
cess of  ten  thousand  dollars  and  up  to  twenty  thousand  dol- 
lars, one  and  one-half  per  centum;  upon  all  in  excess  of 
twenty  thousand  dollars  and  up  to  forty  thousand  dollars, 
two  and  one-half  per  centum;  upon  all  in  excess  of  forty 
thousand  dollars  and  up  to  sixty  thousand  dollars,  three 
and  one-half  per  centum ;  upon  all  in  excess  of  sixty  thous- 
and dollars,  five  per  centum ;  provided,  however,  there  shall 
be  exempt  from  such  tax  the  sum  of  ten  thousand  dollars  to 
the  surviving  spouse."582  It  is  further  stipulated  that  the 
present  inheritance  tax  law,  where  not  inconsistent,  shall 
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apply  to  the  assessment,  collection,  and  enforcement  of  the 
proposed  tax. 

Senator  Gillilland  had  made  careful  study  of  the  subject 
and  his  bill  was  much  more  in  accord  with  modern  economic 
thought.  By  the  provisions  of  this  bill  an  exemption  of  $10,- 
000  is  granted  to  each  individual  inheritance,  save  that 
"to  the  surviving  spouse  there  shall  be  exempt  the  full  net 
one-third  of  the  estate,  however  large."  Above  such  ex- 
emptions a  progressive  rate,  ranging  from  one  to  five  per 
cent  depending  upon  the  size  of  the  inheritance,  is  provided 
and  the  present  inheritance  tax  law,  where  not  inconsistent, 
is  made  applicable  to  the  proposed  measure.  The  bill  was 
both  scientific  and  conservative  —  so  conservative,  in  fact, 
that  under  its  provisions  little  if  any  tax  would  ever 
have  been  paid  out  of  the  estates  of  a  large  majority 
of  the  House  members  who  so  strenuously  opposed 
it.583  It  was  defeated  by  the  very  class  of  men  whom  inher- 
itance taxation  is  designed  to  benefit.  The  majority  of  the 
Committee  on  Ways  and  Means  in  the  House,  who  opposed 
the  measure,  were  unconsciously  sacrificing  their  own  best 
interests  and  that  of  their  constituents.  Nor  can  the  hon- 
esty of  purpose  of  these  men  be  questioned.  They  were  men 
of  the  highest  integrity,  but  they  acted  on  a  complete  mis- 
understanding of  the  problem  in  hand.  A  similar  bill,  or 
perhaps  one  more  radical,  if  handled  with  tact,  and  preceded 
by  a  campaign  of  education,  can  be  enacted  into  law.  It 
is  the  most  democratic  in  its  nature  and  the  least  oppressive 
of  all  forms  of  taxation.584 

Before  proceeding  to  make  a  critical  analysis  of  the  fun- 
damental defects  of  the  present  inheritance  tax  law  of  Iowa, 
it  is  both  logical  and  necessary  to  present  a  brief  review  of 
the  leading  decisions  of  the  Supreme  Court,  which  help  to 
define  and  explain  both  the  nature  of  the  tax  and  the  scope 
of  the  law  itself.  To  do  this  in  detail  would  require  a  sep- 
arate monograph.  Here  attention  will  be  confined  to  the 
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more  important  cases.  Without  such  a  study,  a  clear  un- 
derstanding of  the  law  and  its  practical  administration  is 
impossible.  In  fact,  much  of  the  difficulty  encountered  in  the 
levy  and  collection  of  this  tax  is  due  to  a  faulty  interpre- 
tation of  the  law. 

The  first  important  decision,  In  re  Estate  of  Thomas  H. 
McGhee,  was  handed  down  in  April,  1898.  The  opinion  of 
the  Supreme  Court  was  written  by  Justice  Eobinson.585 
A  number  of  vital  points  were  adjudicated  in  this  case.  In 
the  first  place,  it  was  contended  by  the  appellant  and  ad- 
mitted by  the  State  that  the  tax  was  not  upon  property  as 
such  but  upon  the  privilege  of  succeeding  to  the  estate  of 
the  decedent.  This  view  was  assumed  to  be  true  by  the 
court.586 

The  second  inquiry  was  concerning  the  method  of  ascer- 
taining the  amount  of  property  subject  to  the  tax.  Was  the 
thousand  dollars  to  be  exempted  from  the  estate  as  a  whole 
or  from  each  individual  share  passing  to  collateral  heirs  I  It 
was  contended  by  the  court  that  to  settle  the  latter  point, 
the  law  as  a  whole  should  be  considered,  and  that  moreover 
it  was  a  common  rule  of  construction  that  "words  imparting 
the  singular  number  may  be  extended  to  several  persons 
or  things."587  Hence  the  statutory  phrase  "to  any  per- 
son" 588  may  include  more  than  one,  when  the  plural  number 
is  required  to  give  the  statute  the  effect  it  was  intended  to 
have.  Following  this  reasoning  the  court  held  that  the 
phrases  "above  the  sum  of  one  thousand  dollars"  and  "af- 
ter the  payment  of  all  debts"  refer  directly  to  the  estate  of 
the  decedent.589 

Finally,  Justice  Eobinson  held  that  the  terms  "value", 
"appraised  value",  and  "actual  market  value",  as  used  in 
the  act,  refer  to  the  price  which  the  property  would  com- 
mand on  the  market.  It  had  been  claimed  that  value  as  con- 
templated by  the  statute  meant  the  amount  assessed  for 
the  levying  of  ordinary  taxes.  Such  a  construction  would 
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have  largely  destroyed  the  real  purpose  of  the  law  —  in  fact 
would  have  been  a  backward  step  from  the  standpoint  of  a 
just  and  efficient  tax  administration  —  and  therefore  the 
court  is  no  doubt  correct  in  saying  that  "  there  is  nothing  in 
any  part  of  the  act  to  indicate  that  the  general  assembly  in- 
tended to  have  the  value  of  the  property,  as  fixed  by  as- 
sessors and  equalizing  boards,  considered  for  any  pur- 
pose."590 

Thus,  early  in  the  history  of  inheritance  taxation  in  Iowa, 
the  following  points  were  adjudicated:  first,  that  the  tax 
is  to  be  levied  on  the  estate  as  a  whole  and  not  on  in- 
dividual shares;  second,  that  the  thousand  dollars  ex- 
emption and  deduction  of  debts  refer  to  the  estate;  and, 
finally,  that  the  terms  " value",  etc.,  mean  the  fair  and 
actual  market  value  as  honestly  determined  by  regular  ap- 
praisers. 

In  the  case  of  Ferry  et  al.  vs.  Campbell*91  the  original 
inheritance  tax  act  was  declared  to  be  unconstitutional  from 
failure  to  provide  notice  of  assessment  of  personal  prop- 
erty ;  but  it  was  further  held  that  this  defect  was  remedied 
by  the  amendatory  act  of  1898.  The  opinion  of  the  court 
on  this  point  was  ably  presented  by  Justice  Deemer  in  Jan- 
uary, 1900.  The  nature  and  scope  of  the  term  "due  process 
of  law"  as  applied  to  the  original  inheritance  tax  act  is 
clearly  defined  in  this  opinion.  The  Attorney  General  had 
declared  that  the  tax  was  simply  a  claim  against  the  estate 
and  that  no  notice  of  the  filing  of  such  claims  was  required 
to  be  given  the  heirs.  From  this  view  the  court  dissented, 
referring  to  the  opinions  of  Judge  Cooley,  also  to  the  New 
York  law  which  did  require  a  notice  to  parties  interested, 
and  finally  to  an  opinion  of  the  Supreme  Court  of  that 
State  which  held  in  regard  to  the  matter  of  notice  that  "un- 
less he  has  these,  his  constitutional  right  to  due  process  of 
law  has  been  invaded. '  '592 

Following  this  reasoning  Justice  Deemer  held  the  act  of 
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the  Twenty- sixth  General  Assembly  to  be  contrary  to  the 
provisions  of  both  the  Federal  and  State  constitutions.593 
It  was  further  stated,  however,  that  this  fatal  defect  of 
the  original  act  was  cured  by  the  amendatory  act  of  1898  — 
a  retroactive  measure  —  the  right  of  the  General  Assembly 
to  pass  retroactive  legislation  being  well  established  by  a 
long  line  of  judicial  opinions.594  The  court  contended  that 
"while  it  is  true  that  the  original  act  was  unconstitutional 
because  it  did  not  provide  for  notice,  that  defect  has  now 
been  cured,  and  we  must  decide  the  case  on  appeal  in  the 
light  of  the  law  as  it  now  exists."595  Thus  the  constitution- 
ality of  the  law  as  amended  was  upheld  and  the  decision  of 
the  lower  court  reversed.  The  opinion  of  Justice  Deemer, 
both  as  to  the  original  law  and  the  amended  act,  appeals  to 
one  as  sound  legal  and  economic  doctrine.  Taxation  without 
some  legal  form  of  notice  is  certainly  taking  property  with- 
out due  process  of  law. 

In  Herriott  vs.  Bacon  596  the  purpose  of  the  exemption  of 
one  thousand  dollars  and  the  proper  method  of  its  appli- 
cation were  finally  determined.  It  had  already  been  decided 
In  re  McGhee's  Estate  that  the  thousand  dollars  exemption 
refers  to  the  estate  as  a  whole  and  not  to  individual  shares 
passing  to  collateral  heirs.  The  question,  however,  whether 
the  thousand  dollars  should  be  exempt  from  every  estate  or 
should  merely  be  considered  as  descriptive  of  estates  liable 
for  the  tax,  had  not  been  directly  before  the  court.  In 
Herriott  vs.  Bacon  and  again  in  Gilbertson  vs.  McCauley 597 
it  was  held  that  when  the  net  valuation  of  an  estate  does  not 
amount  to  $1,000  it  is  not  subject  to  the  inheritance  tax; 
but  when  it  exceeds  that  sum  the  tax  is  due  on  the  entire 
amount  passing  to  collateral  heirs.  Justice  Ladd,  who 
wrote  the  opinion  of  the  court  in  the  former  case,  sustained 
the  appeal  of  the  State  and  held  that  the  intention  of  the 
legislature  should  be  ascertained  from  the  various  provi- 
sions of  the  act  rather  than  from  the  first  section  thereof.  It 
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was  held  that  any  other  interpretation  would  make  it  im- 
possible to  apportion  the  thousand  dollars  among  collateral 
heirs  equitably  where  the  estate  passes  as  a  life  or  term 
estate  to  collateral  heirs  and  the  remainder  also  to  collateral 
legatees.  He  might  have  added  that  any  other  decision 
would  result  in  endless  and  useless  complications  from  the 
standpoint  of  practical  administration.  Justice  Ladd  sum- 
marizes his  opinion  by  saying:  "We  conclude  that  the  in- 
tention of  the  legislature  must  have  been  to  exempt  all  es- 
tates of  less  in  value  than  $1,000,  and  when  exceeding  in 
value  such  sum,  all  property  passing  to  the  collateral  heirs 
to  be  subject  to  the  inheritance  tax."598 

A  number  of  other  important  decisions  relative  to  in- 
heritance taxation  have  been  made  by  the  Supreme  Court, 
but  space  will  permit  only  a  brief  review  of  these  cases.  In 
Herriott  vs.  Potter  5"  it  was  held  that  where  the  owner  of 
land  died  intestate  after  the  enactment  of  the  inheritance 
tax  law  in  1896,  and  before  the  passing  of  the  retroactive 
amendment  in  1898,  curing  the  defect  of  the  original  act, 
the  succession  to  such  land  was  not  subject  to  the  inherit- 
ance tax,  since  under  the  Code,  section  3378  and  following, 
the  title  and  right  of  disposition  and  possession  passed  to 
the  heirs  immediately  on  the  owner's  death. 

An  interesting  point  of  law  was  settled  in  State  vs. 
Kiler.600  A  mother  and  son  had  each  devised  all  of  his  or 
her  property  to  the  other.  The  death  of  the  mother  oc- 
curred a  short  time  before  that  of  the  son.  The  court  held 
that  upon  the  death  of  the  son  the  property  passed  directly 
from  him  to  his  brother  and  sister  as  collateral  heirs,  and 
not  through  the  mother,  and  was  therefore  subject  to  the 
collateral  inheritance  tax.  In  re  Estate  of  John  Clark 
Weaver  vs.  the  State  of  Iowa  it  was  held  that  where  a  resi- 
dent of  Iowa  died  possessed  of  cattle  in  an  adjoining  State, 
which  passed  under  his  will  to  collateral  heirs,  the  proceeds 
arising  from  the  sale  of  such  cattle,  were  not  liable  to  the 
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tax  since  the  situs  of  the  property  and  not  the  domicile  of 
the  testator  was  the  determining  factor.601 

This  doctrine  of  the  situs  of  property,  however,  does  not 
hold  in  the  case  of  mortgages  and  credits.  At  least  in  Gil- 
It  ertson  vs.  Oliver 602  the  court  decided  that  credits  held  by 
a  non-resident  at  the  time  of  her  death  against  property  lo- 
cated in  Iowa  were  not  within  the  jurisdiction  of  this  State 
for  the  purpose  of  imposing  an  inheritance  tax.  This  is  an 
instructive  case,  especially  from  the  standpoint  of  interstate 
comity  in  taxation.  It  was  admitted  that  there  is  a  conflict 
in  the  adjudicated  cases,  one  line  of  decisions  holding  that 
the  situs  of  property  and  a  second  line  of  decisions  holding 
that  the  domicile  of  the  owner  should  determine  tax  liabil- 
ity. The  Supreme  Court  of  Iowa  here  holds  —  in  fact  has 
quite  tenaciously  held  —  in  favor  of  the  doctrine  of  domicile. 

This  analysis  of  court  decisions  might  be  continued  al- 
most indefinitely.  Enough  has  been  presented,  however,  to 
clear  up  some  of  the  leading  points.  We  have  noted  that  the 
tax  is  levied  on  the  estate  as  a  whole,  and  not  on  individual 
shares ;  that  deductions  for  debt  are  made  from  the  estate  as 
such;  that  the  thousand  dollars  exemption  is  in  reality  not 
an  exemption  at  all,  but  merely  a  description  of  estates 
liable  to  the  tax ;  that  the  amendatory  act  of  1898,  providing 
for  notice  of  appraisement,  thus  curing  the  defect  of  the 
original  act,  was  made  retroactive ;  and  finally,  that  the  doc- 
trine of  domicile  holds  for  certain  classes  of  moneys  and 
credits,  while  that  of  the  situs  of  property  is  made  to  apply 
in  other  cases.  Regarding  the  matter  of  domicile  or  the 
situs  of  property,  it  should  be  stated  that  the  decisions  of 
the  court  are  by  no  means  clear  and  convincing.  In  fact, 
this  important  subject  is  left  quite  indefinite  by  the  courts, 
and  other  points  are  still  in  an  involved  and  unsettled  condi- 
tion. The  more  carefully  one  reads  the  law  itself  and  the 
court  decisions  relative  thereto,  the  less  he  is  surprised  to 
find  evidence  of  faulty  administration.  The  law  is  not  un- 
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derstood  by  tax  officials  and  those  having  charge  of  the 
settlement  of  estates,  and  therefore  can  not  be  wisely  admin- 
istered. 

In  order  that  the  reader  may  fully  appreciate  this  fact, 
a  brief  analysis  of  the  present  inheritance  tax  law  is  neces- 
sary —  especially  from  the  standpoint  of  practical  adminis- 
tration. In  this  connection  the  writer  has  received  valuable 
suggestions  from  Mr.  Q.  A.  Willis  of  the  State  Treasury  De- 
partment, who  has  had  several  years'  experience  in  the  work 
of  administering  the  inheritance  tax.  In  fact,  Mr.  Willis 
has  prepared  a  written  statement  pointing  out  some  of  the 
more  important  defects  of  the  law.  Speaking  of  the  meas- 
ure as  a  whole  he  says :  "The  law  in  its  present  form  is  far 
from  satisfactory.  Many  amendments  have  been  made,  but 
it  is  now  almost  unintelligible.  Frequent  inquiries  are  made 
as  to  its  meaning.  It  is  very  difficult  to  understand  and 
much  more  difficult  to  enforce  uniformly."603 

Considering  some  of  the  leading  sections  of  the  law  sep- 
arately, the  first  one,  or  number  1467  of  the  Code  Supple- 
ment is,  perhaps,  open  to  the  most  serious  criticism.604  In 
the  first  place  tax  officials  and  the  people  in  general  do  not 
seem  to  understand  the  meaning  of  the  thousand  dollar  ex- 
emption. The  courts  have  held  that  it  is  merely  descriptive 
of  estates  subject  to  the  tax  and  is,  therefore,  not  in  reality, 
an  exemption.  Inquiries  are  often  made  along  this  line,  and 
it  is  frequently  maintained  that  an  exemption  of  one  thou- 
sand dollars  should  always  be  granted.  This  very  essential 
part  of  the  section  should  be  so  worded  that  there  would  be 
no  question  as  to  its  meaning.  Nor  is  the  meaning  of  the 
phrase  "after  the  payment  of  all  debts"  any  better  un- 
derstood. An  effort  is  made  in  later  sections  to  explain  the 
term  "debts".  Again  we  note  the  provision  requiring  that 
all  administrators,  executors,  trustees,  grantees  under  a 
conveyance  and  donees  under  a  gift  be  held  responsible  for 
the  payment  of  the  tax.  On  the  one  hand  this  means  a  care- 
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less  division  of  responsibility ;  and  on  the  other,  it  should  be 
observed  that  no  specific  liability  is  imposed  upon  an  heir  at 
law  or  beneficiary.  The  question  may  well  be  asked,  who  is 
responsible?  From  the  standpoint  of  the  State  exchequer 
this  question  is  frequently  not  answered. 

Finally,  the  Thirty-third  General  Assembly  added  an 
amendment  relative  to  exemptions  which  has  made  this  sec- 
tion, already  vague  and  indefinite,  still  more  confused.  It 
is  provided  that,  after  strikig  out  the  semi-colon  following 
the  word  "week"  in  the  twelfth  line,  there  be  inserted  in  lieu 
thereof  the  words  "or  any  bequest,  not  to  exceed  $500.00,  to 
and  in  favor  of  any  person,  having  for  its  purpose  the  per- 
formance of  any  religious  service  to  be  performed  for  and 
in  behalf  of  decedent  or  any  person  named  in  his  or  her  last 
will  and  testament,  or  any  cemetery  associations."805 

The  writer  is  informed  that  many  inquiries  have  already 
been  made  concerning  the  meaning  of  this  amendment.  What 
is  the  meaning  of  "any  religious  service"  and  by  whom 
should  it  be  performed?  The  law  is  not  explicit  in  this  re- 
gard. Again,  it  may  be  asked,  does  the  $500.00  which  may 
be  so  exempted  refer  to  any  estate,  or  does  it  merely  apply 
to  bequests  of  $500.00  or  less?  In  other  words,  is  the 
$500.00  a  general  exemption  or  is  it  descriptive  of  certain 
estates  as  such?  From  the  standpoint  of  court  decisions 
this  is  an  important  consideration.  Finally,  does  the  $500.00 
limit  apply  to  bequests  to  cemetery  associations  or  only 
to  bequests  for  religious  services?  The  wording  of  the 
amendment  is  certainly  unfortunate  and  does  not  help  to 
simplify  the  original  act. 

The  first  section  of  the  inheritance  tax  law  should  be  en- 
tirely rewritten  so  that  its  meaning  can  be  easily  under- 
stood, and  that  without  the  aid  of  involved  judicial  pro- 
cesses. 

Section  1467-a  undertakes  to  define  in  more  detail  the 
term  "debts";  but  here  again  the  meaning  is  not  clear.  The 
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Supreme  Court  has  recently  held  that  the  definition  of  debts 
contained  in  this  section  is  only  a  method  of  determining 
whether  or  not  an  estate  is  of  a  value  of  one  thousand  dol- 
lars after  the  payment  of  debts.606  On  this  point  Mr. 
Willis  writes  that  "it  is  well  known  that  this  was  not  the 
intent  of  the  legislature.  Surely  the  legislature  intended 
by  section  1467-a  to  define  the  debts  that  may  be  deducted 
before  estimating  the  tax  and  not  to  define  the  debts  that 
may  be  considered  in  determining  whether  or  not  an  estate 
is  liable  for  a  tax."607 

Be  this  as  it  may,  it  is  not  easy  to  understand  why  one 
standard  should  be  used  in  determining  the  liability  of  an 
estate  to  the  tax  and  a  second  standard  for  the  measure- 
ment of  that  tax.  Nor  is  it  easy  for  the  writer  to  compre- 
hend how  there  can  be  debts  other  than  those  included  in 
the  term  *  *  all  debts ' '  contained  in  section  1467. 

In  order  that  the  reader  may  appreciate  in  more  detail 
the  imperfections  of  the  present  inheritance  tax  law,  the 
following  criticisms  and  suggestions  of  Mr.  "Willis  are  made 
a  part  of  the  text : 

Section  1467-d  undertakes  to  provide  a  method  for  determining 
what  debts  may  be  deducted  in  the  case  of  a  foreign  estate.  This 
section  is  reasonably  clear  and  it  should  be  understood  without 
difficulty,  but  certain  persons,  inclined  to  be  critical,  have  great 
difficulty  in  understanding  what  it  means.  It  should  be  so  worded 
as  to  admit  of  but  one  interpretation.  Section  1467-e  undertakes 
to  prevent  discrimination  by  a  foreign  estate  against  this  state  in 
the  matter  of  collecting  the  tax.  It  has  been  held  in  New  York 
that  where  there  is  no  specific  devise  of  property,  the  property  in 
a  foreign  state  may  be  used  for  the  payment  of  debts  or  legacies 
that  are  not  subject  to  tax,  thereby  defeating  the  collection  of  a  tax 
by  that  foreign  state  upon  property  actually  located  within  that 
state.  This  section  was  evidently  intended  to  overcome  that  rule, 
but  is  so  worded  as  to  be  easily  misunderstood  or  misinterpreted. 

Section  1469  is  not  sufficiently  clear  in  its  provisions  to  be  sus- 
ceptible of  an  intelligent  understanding.  It  has  never  been  de- 
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termined  with  certainty  just  what  was  intended  by  this  section.  It 
provides  that  the  appraisement  of  real  estate  shall  be  made  within 
30  days  next  after  the  appointment  of  an  executor,  administrator  or 
trustee.  No  reference  is  made  to  the  appraisement  of  personal 
property,  and  it  is  not  understood  why  the  section  should  not  apply 
to  all  of  the  property  of  the  estate.  It  requires  the  appraisement 
to  be  made  within  30  days  after  the  appointment  of  an  executor. 
It  sometimes  happens  that  an  estate  passes  to  collateral  heirs  and 
no  executor,  administrator  or  trustee  is  appointed.  The  law  should 
expressly  require  some  one  interested  in  the  property  inherited  to 
report  such  an  estate  to  the  clerk  and  should  require  that  this  re- 
port be  made  within  a  specified  time  after  the  death  of  the  owner; 
within  30  days  after  the  appointment  of  an  executor  is  entirely 
too  indefinite. 

The  law  should  be  specific  in  all  of  its  requirements.  It  has  hap- 
pened frequently  that  an  estate,  subject  to  the  collateral  inheritance 
tax,  would  not  be  reported  as  liable  for  a  tax,  or  would  not  be  ad- 
ministered upon  for  years  after  the  death  of  the  owner,  and  as  the 
law  provides  no  definite  method  of  bringing  such  estates  to  the 
notice  of  the  proper  officers,  the  tax  may  not  be  assessed  until  years 
after  the  death  of  the  owner.  This  section  provides  that  the  tax 
shall  be  paid  within  fifteen  months  from  the  date  of  the  approval 
by  the  court  of  the  appraisement.  This  is  also  indefinite.  In  fact, 
the  entire  section  should  be  repealed. 

Section  1470  provides  for  taxing  a  remainder  interest  in  real 
estate  where  the  prior  estate  is  not  subject  to  tax.  This  section 
provides  that  upon  the  termination  of  the  life  estate  the  court  shall 
cause  the  estate  to  be  appraised  at  its  then  actual  market  value,  but 
the  law  provides  no  method  by  which  the  termination  of  a  prior 
estate  may  be  brought  to  the  attention  of  the  court.  The  law 
should  expressly  provide  that  in  cases  of  life  estates  and  remainder 
interests  where  payment  of  the  tax  upon  a  remainder  interest  is 
deferred  until  the  termination  of  the  prior  estate,  the  remainder 
man  or  some  one  interested  in  the  property  should  report  the  mat- 
ter to  the  clerk  within  a  specified  time  after  the  termination  of  the 
prior  estate,  and  that  the  clerk  should  within  a  limited  time  issue 
a  commission  to  the  regular  collateral  inheritance  tax  appraisers 
who  should  appraise  the  property,  and  the  tax  should  become  due 
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and  payable  within  a  definite  time  after  the  death  of  the  life  tenant 
and  not  following  some  indefinite  time. 

Section  1471  provides  for  the  collecting  of  the  tax  upon  real  estate 
where  both  the  life  estate  and  the  remainder  interest  are  taxable. 
The  provision  with  regard  to  appraisement  is  similar  to  that  of 
Section  1470.  The  court  is  to  cause  the  value  of  the  life  estate  to 
be  appraised,  but  there  is  no  specific  time  fixed  when  this  appraise- 
ment must  be  made.  The  parties  owning  the  life  estate  should  be 
required  to  call  the  matter  to  the  attention  of  the  clerk  of  the  court 
within  a  specific  time  following  the  death  of  the  owner  and  the 
clerk  should  be  required  to  cause  the  property  to  be  appraised 
within  a  definite  time  from  the  date  of  death.  The  same  definite 
provision  should  be  made  for  appraising  the  remainder  interests. 
This  section  applies  to  the  tax  to  be  assessed  upon  a  life  estate  and 
remainder  interest  in  personal  property.  It  was  the  intent  to  make 
this  section  apply  to  the  remainder  interest  in  personal  property 
when  the  prior  estate  was  not  taxable,  but  there  is  no  specific  pro- 
vision in  the  law  with  regard  to  the  time  of  payment  of  the  tax 
upon  a  remainder  interest  in  personal  property  where  the  prior 
estate  is  not  taxable,  nor  is  there  specific  provision  as  to  the  time  and 
method  of  determining  the  value  of  such  an  interest. 

Section  1471-a  is  not  sufficiently  specific  as  to  the  estates  to  which 
it  was  intended  to  apply  and  causes  opportunity  for  persons  so  in- 
clined to  quibble  over  the  payment  of  tax  in  certain  cases.  It  pro- 
vides that  the  taxable  value  of  life  or  term,  deferred  or  future  es- 
tates shall  be  computed  at  the  rate  of  4%  interest.  This  provision 
in  its  present  form  is  frequently  misunderstood  and  in  some  cases 
it  has  been  insisted  that  it  means  a  tax  of  4%  shall  be  assessed. 
This  section  was  intended  to  provide  a  method  for  determining  the 
value  of  life,  term  deferred  and  future  estates  and  also  an  annuity, 
but  sections  1470  and  1471  upon  which  it  rests  do  not  apply  to 
annuities  and  do  not  cover  all  of  the  several  different  forms  of  es- 
tates the  value  of  which  must  be  determined  under  the  rule  or 
standards  of  mortality  used  in  actuary  combined  experience  tables. 

Section  1472  was  a  part  of  the  original  law  and  provides  that 
when  a  bequest  is  made  to  an  executor  in  lieu  of  their  allowance  or 
commission  that  exceeds  reasonable  compensation  for  their  services, 
the  excess  shall  be  liable  for  a  tax.  Section  1467-a  provides  for  de- 
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ducting  the  statutory  fee  of  executors  before  estimating  the  tax 
and  apparently  conflicts,  unless  the  statutory  fee  would  in  all  cases 
be  considered  a  reasonable  compensation  for  the  service. 

Section  1475  requires  that  the  tax  to  be  paid  by  executors,  admin- 
istrators or  trustees,  shall  be  paid  within  15  months  from  the  death 
of  the  testator,  or  intestate,  within  15  months  from  the  assuming  of 
the  trust  by  such  trustee,  unless  a  longer  period  is  fixed  by  the 
court.  This  is  an  indefinite  provision.  It  is  not  easy  to  determine 
what  was  meant  by  the  reference  to  the  assuming  of  the  trust  by 
such  trustee.  The  question  is  frequently  asked  if  the  trustee  hereby 
referred  to  means  an  executor  or  an  administrator  of  an  estate. 
This  section  also  provides  that  if  the  tax  is  not  paid  within  the  time 
prescribed  in  this  Act  it  shall  draw  interest  at  the  rate  of  8%  per 
annum  until  paid.  This  part  of  the  section  should  be  included  in  a 
section  by  itself  and  should  definitely  state  at  what  time  the  tax 
due  from  the  several  different  classes  of  estates  is-  to  be  paid.  The 
section  is  not  generally  understood  for  the  reason  that  it  is  not 
generally  known  that  the  tax  upon  a  life  estate  in  real  estate  is  to 
be  paid  immediately  following  the  death  of  the  owner,  while  the  tax 
upon  the  remainder  interest  is  not  to  be  paid  until  within  a  short 
time  following  the  death  of  the  owner  of  the  prior  estate  and  upon 
ordinary  estates  within  fifteen  months  from  the  death  of  the  owner 
of  the  estate.  This  section  should  be  amended  and  made  more 
specifiic  in  its  provisions. 

Section  147  5-a  provides  for  refunding  the  tax  that  may  have 
been  paid  upon  property  that  was  not  subject  thereto.  Under  a 
strict  and  technical  construction  of  this  section  an  excessive  tax 
collected  upon  property  that  was  clearly  liable  for  the  tax  could  not 
be  recovered. 

Section  1476-a  provides  for  relief  from  appraisement  in  certain 
cases,  but  it  should  be  re-written  and  should  provide  for  relief 
from  appraisement  in  cases  where  the  estate  was  subject  to  tax  only 
upon  specific  cash  legacies.  The  entire  law  with  regard  to  appraise- 
ment should  be  re-written  and  condensed.  It  is  contained  in  three 
or  four  separate  sections  and  persons  not  perfectly  familiar  with  the 
provisions  of  law  relating  thereto  have  great  difficulty  in  under- 
standing the  proper  method  of  procedure.  The  law  relating  to 
appraisement  will  be  found  in  section  1476  and  Rules  4  &  5.  Per- 
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haps  no  part  of  the  law  is  so  nearly  perfect  as  the  provision  made 
for  determining  the  value  of  the  property  but  it  is  difficult  to  get 
appraisers  in  some  localities  to  comply  with  the  provisions  of  the 
law.  They  frequently  persist  in  omitting  all  personal  property. 
This  we  presume  is  because  the  personal  property  is  usually  ap- 
praised for  probate  purposes.  In  the  majority  of  cases,  cash  on 
hand  or  on  deposit  is  omitted  from  the  appraisement,  perhaps  for 
the  reason  that  it  has  a  fixed  value  and  the  appraisers  believe  that 
it  is  not  necessary  to  appraise  property  of  such  a  nature,  but  it  is 
necessary  that  all  of  the  property  be  appraised  so  that  the  appraise- 
ment bill  may  show  the  full  value  of  the  estate.  If  a  part  of  the 
property  is  omitted,  even  though  it  has  a  fixed  value,  the  Treasury 
Department  will  have  no  knowledge  of  the  true  value  of  the  estate 
and  a  portion  of  the  estate  may  escape  taxation. 

Section  1477  authorizes  the  executor  of  the  estate  or  the  treasurer 
of  state  to  make  application  to  the  court  for  an  order  to  sell  the 
property  for  the  payment  of  the  tax,  but  there  is  nothing  in  this 
section  that  expressly  requires  the  court  to  make  the  order  asked 
for,  but  in  Section  1469  it  is  provided  that  the  court  shall  order  the 
same  or  as  much  of  it  as  may  be  necessary  to  pay  such  tax,  to  be 
sold.  This  provision  with  regard  to  the  order  for  sale,  should  be  in- 
cluded in  Section  1477.  Section  1477-c  is  intended  to  prevent  the  re- 
moval of  property  from  the  state  before  the  payment  of  the  tax 
that  may  be  due  thereon,  but  its  provisions  are  not  stringent 
enough.  The  law  should  make  it  a  criminal  offense  to  remove  the 
property  from  the  state  before  payment  of  the  tax. 

Section  1477-d  provides  compensation  to  the  county  attorney 
for  reporting  estates  subject  to  tax.  This  should  be  made  the  duty 
of  the  county  clerk.  Such  estates  usually  come  to  his  notice  before 
the  county  attorney  has  any  knowledge  of  them,  and  it  frequently 
happens  that  estates  are  reported  by  the  clerk  or  by  the  appraisers 
to  whom  the  clerk  has  issued  a  commission  to  appraise  the  property. 
If  the  clerk  was  allowed  a  small  reporting  fee,  estates  would,  as 
a  rule,  be  more  promptly  reported. 

Section  1479  conflicts  with  the  provisions  of  Rule  5  and  should 
be  repealed.  Its  provisions  are  never  observed. 

The  requirements  of  Section  1479-a  and  Rule  2  are  practically 
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the  same.    The  law  should  be  re-enacted  and  the  provisions  merged 
in  a  single  section. 

Section  1479-b  should  be  amended  to  require  the  filing  of  inven- 
tories by  those  interested  in  the  property  of  an  estate  where  there 
has  been  no  executor,  administrator  or  trustee  appointed.  As  the 
law  now  stands,  an  estate  may  pass  entirely  to  collateral  heirs  and 
years  may  elapse  before  it  comes  to  the  notice  of  the  county  attorney 
or  of  the  clerk.608 

These  are  the  numerous  adverse  criticisms  of  a  man  who 
has  had  several  years '  experience  with  the  practical  admin- 
istration of  the  inheritance  tax  law.  In  some  respects  they 
may  be  somewhat  extreme;  but,  resting  as  they  do  upon 
actual  experience,  they  are  at  least  worthy  of  serious  con- 
sideration. 

In  1902  the  State  Treasury  Department  prepared  a  bill 
which  it  was  thought  would  correct  many  of  the  defects  of 
the  law  and  at  the  same  time  include  the  rules  and  regula- 
tions prepared  by  the  special  commission.  By  including  in 
one  draft  all  matters  relating  to  the  levy  and  collection  of 
the  collateral  inheritance  tax,  the  Department  hoped  to 
secure  a  more  workable  law — one  that  could  be  more  readily 
understood  by  revenue  officials  and  taxpayers.  The  bill  was 
introduced  in  both  the  Senate  and  the  House  of  Kepresenta- 
tives,609  but  was  indefinitely  postponed  by  the  Senate. 
Among  other  things  the  bill  clears  up  the  subject  of  ex- 
emptions by  providing  that  all  property  "when  the  value 
of  the  estate  after  deducting  the  debts  exceeds  the  sum  of 
one  thousand  dollars  ($1,000)  shall  be  subject  to  a  tax  of 
five  per  centum  for  the  use  of  the  state."610  The  term 
"debts"  is  more  carefully  defined,  and  the  subject  of  ap- 
praisement also  receives  more  scientific  treatment.  Along 
other  lines  we  note  a  serious  effort  to  simplify  and 
strengthen  the  law.  Following  the  recommendation  of  the 
Treasurer  of  State,  the  clerk  of  the  district  court  is  re- 
quired to  file  certain  reports  relative  to  the  estates  of  dece- 
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dents,  thus  indicating  an  effort  to  establish  real  official  re- 
sponsibility.611 

The  brief  history  of  this  bill  in  the  General  Assembly  is 
well  stated  by  the  Treasurer  of  State.  * '  The  Twenty-ninth 
General  Assembly  made  no  change",  he  writes,  "in  the  law 
relating  to  the  collection  of  this  tax,  and  the  difficulties  re- 
main as  related  in  former  reports.  A  bill  was  prepared  by 
this  department,  its  provisions  being  approved  by  the  At- 
torney-General, and  it  was  introduced  in  both  branches  of 
the  last  general  assembly.  It  was  not  designed  to  radically 
change  the  present  statutes,  but  to  make  them  conform  to 
the  decisions  of  the  supreme  court,  where  disputed  points 
had  been  determined  by  that  tribunal,  and  where  they  had 
not  been  so  determined,  to  conform  to  the  opinions  of  the 
Attorney-General.  In  the  House  it  was  reported  from  the 
committee  but  so  changed  that  it  was  generally  thought  best 
not  to  pass  it,  and  it  was  indefinitely  postponed.  The  Sen- 
ate, observing  the  position  taken  by  the  House,  did  not 
report  the  measure  out  of  the  committee."  612 

Thus  it  is  seen  that  after  nearly  fifteen  years  of  constant 
legislative  enactment  relative  to  inheritance  taxation,  two 
things  are  still  needed  along  this  line :  first,  an  inheritance 
tax  law  which  can  be  understood;  and  second,  adequate 
machinery  for  its  efficient  administration.  Up  to  date  Iowa 
has  no  direct  inheritance  tax  law ;  while  the  collateral  meas- 
ure is  a  careless  and  defective  piece  of  legislation. 

First  of  all,  however,  there  is  need  of  a  thorough  cam- 
paign of  education  relative  to  the  whole  subject  of  inherit- 
ance taxation.  No  part  of  the  revenue  system  is  at  the 
present  time  more  generally  misunderstood.  In  the  future 
as  in  the  past  there  will  doubtless  be  vigorous  and  unceas- 
ing opposition  until  the  real  nature  and  purpose  of  this  form 
of  taxation  is  carefully  explained  to  the  people  and  fully 
understood  by  them.  To  do  this  would  be  a  desirable  func- 
tion of  a  temporary,  or  better  a  permanent,  tax  commission. 


XI 
POLL  AND  LICENSE  TAXES 

Poll  and  license  taxes  were  introduced  at  the  very  begin- 
ning of  the  Territorial  period;  and  in  one  form  or  another 
such  taxes  have  continued  to  form  a  part,  although  a  less 
important  part,  of  our  revenue  system. 

The  first  Legislative  Assembly  provided  a  poll  tax  of  one 
dollar  on  every  qualified  voter  under  sixty  years  of  age.613 
It  was  also  enacted  that  a  tax  be  imposed  on  each  license 
for  retailing  spirituous  liquors  and  foreign  and  domestic 
groceries  by  a  less  quantity  than  one  gallon,  in  all  incor- 
porated towns,  one  hundred  dollars;  on  all  groceries  other 
than  those  in  incorporated  towns,  fifty  dollars;  on  each 
license  to  vend  merchandise,  not  less  than  ten  nor  more  than 
fifty  dollars  per  annum,  the  rate  being  discretionary  with 
the  board  of  commissioners;  on  each  license  for  hawking 
wooden  or  brass  clocks  in  the  county,  not  less  than  one  hun- 
dred nor  more  than  three  hundred  dollars;  and  on  each 
ferry  not  less  than  five  nor  more  than  twenty  dollars  per 
annum.  Tavern  keepers  were  prohibited  from  retailing 
spirituous  liquors  without  a  grocery  license.614  Other  sec- 
tions in  the  same  act  refer  to  license  taxes  and  stipulate 
how  and  upon  whom  the  same  shall  be  levied.  In  fact  license 
taxation  formed  an  important  part  of  the  revenue  system 
during  the  Territorial  period.615 

The  revenue  act  passed  by  the  Legislative  Assembly  in 
1841  also  contains  a  number  of  provisions  governing  license 
taxation.  The  rates  are  somewhat  changed,  but  the  same 
general  principles  are  followed  as  in  the  earlier  act.  The 
rate  on  each  ferry  kept  by  authority  of  law  is  made  not 
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less  than  two  nor  more  than  fifty  dollars  per  annum;  on 
each  license  to  keep  a  grocery,  not  less  than  twenty-five  nor 
more  than  one  hundred  dollars ;  and  other  sections  stipulate 
the  penalties  imposed  for  not  securing  licenses  as  provided 
by  law.616  In  order  to  make  the  law  effective,  it  is  further 
enacted  "that  no  person  or  persons  applying  for  a  license 
or  permit,  shall  be  entitled  to  the  same  until  he,  she  or  they, 
file  with  the  clerk  of  the  board  of  commissioners  a  receipt 
from  the  county  treasurer  for  the  amount  ordered  to  be 
paid  by  such  applicant,  agreeable  to  the  provisions  of  this 
act;  and  such  receipt  shall  be  charged  in  account  against 
said  treasurer  on  the  books  of  said  board  of  commis- 
sioners." 617 

The  provisions  in  this  act  regarding  poll  taxes  should  also 
be  noted.  The  levy  of  such  a  tax  is  made  optional  with  the 
board  of  county  commissioners,  it  being  enacted  that  "the 
commissioners,  should  they  deem  it  necessary  may  annually 
levy  a  poll  tax,  not  exceeding  one  dollar,  nor  less  than  fifty 
cents,  on  every  white  male  inhabitant  in  their  county,  above 
twenty-one,  and  under  fifty  years  of  age."618  The  use  of 
the  word  "may"  rather  than  "shall"  as  specified  in  the 
former  act619  is  indicative  of  the  strong  opposition  to  this 
form  of  taxation  which  existed  at  that  time. 

The  debates  of  the  constitutional  conventions  of  1844  and 
1846  reveal  considerable  opposition  to  the  poll  tax.  In  fact, 
in  the  convention  of  1844  Mr.  J.  C.  Blankenship  proposed 
that,  "Whereas  a  tax  by  the  poll  is  grievous  and  oppressive, 
&c.,  therefore  no  such  tax  shall  ever  be  laid  in  the  State  of 
Iowa;  but  all  taxing  shall  be  by  actual  valuation".620  Some 
members  who  were  opposed  to  the  principle  of  levying  a 
poll  tax  believed,  however,  that  the  whole  question  should  be 
left  to  the  legislature ;  and  so  the  resolution  offered  by  Mr. 
Blankenship  did  not  prevail.  Nor  does  any  such  clause  ap- 
pear in  the  Constitution  of  1846. 

In  the  revenue  act  passed  by  the  First  General  Assembly 
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there  are  a  number  of  changes.  It  is  provided  that  a  poll 
tax  of  fifty  cents  "shall  be  assessed"  on  every  male  person 
over  twenty-one  years  of  age  for  county  purposes.621  The 
provision  regarding  license  taxes  is  much  simplified  and 
the  number  of  such  taxes  materially  reduced.  Indeed  a 
movement  away  from  this  form  of  taxation  is  plainly 
evident.  The  law  merely  provides  a  tax  of  twenty-five  dol- 
lars on  every  hawker  or  peddler  of  goods,  wares,  and 
merchandise  for  the  privilege  of  peddling  throughout  the 
State  for  one  year,  and  a  tax  of  forty  dollars  on  every 
hawker  or  peddler  of  clocks  for  a  similar  privilege.622 

The  Code  of  1851  contains  but  few  changes.  A  poll  tax 
of  fifty  cents  is  still  provided  for  county  purposes,623  and 
in  addition,  it  is  further  stipulated,  that  every  person  liable 
to  pay  the  county  poll  tax  shall  also  be  required  to  pay  an 
amount  of  road  tax  fixed  by  the  county  court  at  not  less 
than  one  dollar  nor  more  than  two  dollars  per  year.624  In 
other  words,  a  poll  tax  of  not  less  than  one  and  one-half 
dollars  nor  more  than  two  and  one-half  dollars  is  levied. 
It  is  finally  provided  that  the  road  tax  may  be  paid  in  labor 
at  the  rate  of  one  dollar  per  day.625 

By  the  provisions  of  the  same  Code  license  taxes  for 
State  purposes  are  to  be  levied  as  follows :  upon  each  ped- 
dler of  watches  and  jewelry,  or  either,  ten  dollars;  upon 
each  peddler  of  clocks,  twenty  dollars.  Licenses  may  be  ob- 
tained from  the  judge  after  paying  the  proper  tax  to  the 
treasurer ;  and  any  person  peddling  without  a  license  is  guil- 
ty of  a  misdemeanor.626  The  system  of  license  taxation  thus 
outlined,  is  very  different  from  the  lengthy  and  detailed  plan 
instituted  by  the  first  Legislative  Assembly  of  the  Terri- 
tory.627 The  Fourth  General  Assembly,  however,  provided 
some  additional  license  taxes. 

In  "An  Act  to  amend  chapter  thirty-seven  of  the  code, 
in  relation  to  assessors"  it  is  provided  that  "a  tax  for  State 
purposes  shall  be  levied  upon  peddlers  of  watches,  jewelry, 
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and  clocks,  dry  goods,  fancy  articles,  notions,  patent  med- 
icines, and  other  merchandize  not  manufactured  in  this 
State,  for  a  license  to  peddle  throughout  the  State  for  one 
year,  as  follows :  upon  each  peddlar  of  watches  and  jewelry, 
or  either  of  them,  thirty  dollars;  upon  each  peddlar  of 
clocks,  fifty  dollars ;  upon  each  peddlar  of  dry  goods,  fancy 
articles,  notions,  and  patent  medicines,  as  follows:  upon 
each  foot  peddlar  of  such  articles,  ten  dollars;  upon  each 
peddlar  who  pursues  his  occupation  with  a  carriage  drawn 
by  one  animal,  twenty-five  dollars ;  if  drawn  by  two  and  less 
than  four  animals,  fifty  dollars ;  if  drawn  by  four  or  more 
animals,  seventy-five  dollars."628  The  same  provision  is 
copied  in  the  revenue  act  approved  March  23,  1858;629 
also  in  the  Revision  of  1860,  63°  and  finally  in  the  Code  of 
1873.6S1 

A  poll  tax  of  fifty  cents  and  two  days  labor  on  the  road 
was  also  required  of  every  able-bodied  man  between  the 
ages  of  twenty-one  and  forty-five  under  the  laws  of  1858,632 
the  Revision  of  I860,™5  the  Code  of  1873,™*  and  the  Code 
of  1897.6S5  In  case  the  labor  is  not  done  the  road  supervisor 
may  collect  the  road  tax  in  money,  or  in  case  he  neglects 
to  do  so,  the  same  is  added  to  the  property  tax  and  so  certi- 
fied to  the  auditor.636 

In  1876  an  act  was  passed  to  regulate  circuses  and  other 
public  shows.  By  the  provisions  of  this  act,  traveling  shows 
were  required  to  pay  a  license  tax  to  the  county  treasurer, 
the  sum  being  fixed  by  the  board  of  supervisors  not  exceed- 
ing, however,  one  hundred  dollars  for  each  and  every  place 
in  the  county  at  which  such  show  or  circus  might  exhibit.637 

No  other  change  of  importance  is  to  be  noted  relative  to 
license  taxation  until  the  enactment  of  the  so-called  "mulct 
tax"  law  in  1894.638  The  purpose  of  this  epoch-making  act 
was  to  regulate  the  sale  of  malt  and  spirituous  liquors.  Per- 
sons, corporations  or  partnership  firms,  except  persons 
holding  permits,  carrying  on  the  business  of  selling  or  keep- 
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ing  for  sale  intoxicating  liquors,  were  required  to  pay  a 
''mulct  tax"  of  six  hundred  dollars  in  quarterly  install- 
ments. The  revenue  thus  obtained  and  paid  into  the  county 
treasury  was  to  be  apportioned  in  the  following  manner: 
"one-half  to  go  into  the  general  county  fund,  and  the  re- 
mainder to  be  paid  over  to  the  municipality  in  which  the 
business  taxed  is  conducted.  If  such  business  is  conducted 
outside  the  limits  of  a  city  or  town  then  the  tax  now  in  hands 
of  county  treasurers,  or  that  shall  hereafter  be  collected 
from  such  business,  shall  be  apportioned  as  follows :  One- 
half  to  the  general  county  fund  and  the  other  one-half  to 
the  clerk  of  the  township  in  which  such  business  is  con- 
ducted. The  clerk  of  the  township  shall  apportion  the 
amount  so  received  by  him  equally  among  the  road  super- 
visors of  the  territory  of  the  township  outside  of  the  city 
or  town,  to  be  by  said  road  supervisors  expended  for  the 
improvement  of  the  roads  of  the  districts.  In  counties 
where  a  tax  on  the  traffic  in  intoxicating  liquors  is  paid  into 
and  belongs  to  the  county  treasury,  and  when  there  is  a 
surplus  in  the  general  fund,  the  board  of  supervisors  may 
transfer  such  surplus,  not  exceeding  the  amount  of  such 
liquor  taxes,  to  the  county  road  fund,  and  expend  the  same 
upon  the  roads  of  the  county. ' ' 639 

The  license  tax  on  peddlers  as  amended  in  1874640  and 
incorporated  in  the  Code  of  1897 641  was  held  unconstitu- 
tional on  account  of  the  exception  as  to  persons  who  had 
served  in  the  Union  army  or  navy.  The  Supreme  Court 
considered  in  State  vs.  Garbroski  that  the  classification  at- 
tempted was  based  on  no  real  difference  in  conditions  or  cir- 
cumstances.642 Accordingly,  the  Twenty-seventh  General 
Assembly  passed  an  act  repealing  the  law  and  enacting  a 
substitute  which  provides  that  "peddlers  plying  their  voca- 
tion outside  a  city  or  town,  shall  pay  an  annual  county  tax 
of  not  less  than  one  dollar  nor  more  than  fifty  dollars  as  the 
board  of  supervisors  of  any  county  may  provide  for  that 
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county".043  This  act  was  also  amended  in  1904,644  and 
again  in  1907,  increasing  the  rates  and  denning  more  care- 
fully the  term  " peddlers"  °45  —  thus  giving  us  the  law  as  it 
is  in  force  to-day. 

This  brief  narrative  concludes  our  study  of  the  poll  and 
license  taxes,  save  that  the  last  General  Assembly  (1909) 
made  some  amendments  in  the  method  of  apportioning  the 
mulct  tax.646  The  discussion  would,  however,  be  incomplete 
without  at  least  a  passing  reference  to  the  hard  struggle 
made  by  Senator  C.  J.  A.  Ericson  in  favor  of  a  license  tax 
on  corporations.  His  efforts  along  this  line  culminated  in 
1907  when  a  bill  providing  for  such  a  tax  passed  the  Senate 
by  a  bare  constitutional  majority.647  The  bill  provided  for 
an  annual  license  fee  on  the  progressive  principle  at  the  fol- 
lowing rates:  "five  dollars  on  capital  stock  up  to  ten  thou- 
sand dollars,  ten  dollars  on  capital  stock  of  over  ten  thou- 
sand dollars  up  to  one  hundred  thousand  dollars,  fifteen  dol- 
lars on  capital  stock  of  over  one  hundred  thousand  dollars 
up  to  five  hundred  thousand  dollars,  twenty  dollars  on  over 
five  hundred  thousand  dollars  up  to  one  million  dollars  and 
twenty-five  dollars  on  all  corporations  having  capital  stock 
of  one  million  dollars  or  over. ' ' 648 

The  debate  on  the  bill  was  characterized  by  much  feeling 
on  both  sides.  Senator  Charles  Saunders  saw  in  the  pro- 
posal "the  first  turn  of  the  screw,  an  opening  wedge  to 
establish  the  state's  right  to  collect  revenue  from  corpora- 
tions with  the  view  of  turning  the  screw  whenever  more 
money  is  needed."649  The  measure  received  its  support 
very  largely  from  the  so-called  progressive  element.  In  fact 
Governor  Cummins  had  endorsed  this  form  of  taxation  in 
conection  with  his  proposal  to  regulate  more  carefully  the 
organization  of  corporations.650  Senator  Ericson  informed 
the  writer  that  the  real  purpose  of  the  bill  was  two-fold: 
first,  revenue ;  and  second,  information  showing  the  financial 
standing  of  corporations.651 
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The  opposition,  however,  proved  to  be  too  strong.  After 
much  delay  the  bill  was  reported  with  amendments  from 
the  Committee  on  Ways  and  Means 632  and  made  a  special 
order.653  It  was  referred  to  the  Committee  on  the  Judici- 
ary;654 and  a  substitute  was  again  reported,655  which  the 
Senate  refused  to  adopt.656  The  original  bill  as  amended 
was  then  taken  up  and  finally  passed.657  It  reached  the 
House  near  the  close  of  the  session,  and  in  the  general  con- 
fusion of  the  last  days  was  defeated  by  a  small  majority.658 

The  subject  was  again  taken  up  in  1909.  In  his  message 
Governor  Garst  said  that  "a  bill  should  be  passed  similar 
to  that  introduced  into  the  Senate  of  the  Thirty-second 
General  Assembly  by  Ericson  of  Boone  to  require  an  an- 
nual report  from  all  corporations  and  a  filing  fee."639 
Moreover,  such  a  measure  was  passed,  providing  that  cor- 
porations, upon  filing  their  certificates  and  articles  of  incor- 
poration, shall  be  required  to  pay  to  the  Secretary  of  State 
a  fee  of  twenty-five  dollars,  together  with  a  recording  fee 
of  ten  cents  per  one  hundred  words,  and  an  additional  fee 
of  one  dollar  per  thousand  for  all  authorized  stock  in  excess 
of  ten  thousand  dollars.660  Judging  from  the  immediate  past 
more  agitation,  perhaps  more  legislation,  may  reasonably 
be  expected  in  the  future  along  the  line  of  a  license  tax  on 
corporations. 

In  conclusion,  it  may  be  said  that  some  form  of  poll  and 
license  taxation  dates  back  to  the  very  beginning  of  our 
Territorial  government.  The  reaction  against  the  former 
was  manifest  in  the  early  constitutional  conventions,  and 
especially  in  the  law  making  the  levy  of  a  poll  tax  optional 
with  the  county  board.  This,  however,  was  temporary ;  and 
the  poll  tax  so  framed  as  to  include  the  individual  road  tax 
of  two  days  work,  or  the  money  equivalent,  became  a  per- 
manent part  of  our  fiscal  system. 

Eegarding  license   taxes   it   is   evident  that  they  were 
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relatively  more  important  in  the  period  of  the  Territory 
and  the  early  history  of  the  State.  A  reaction  against  this 
form  of  tax  appears  in  the  Code  of  1851.  Later  additional 
license  taxes  developed,  including  the  "mulct"  tax  and  the 
license  tax  on  corporations. 


xn 

TAX  EXEMPTIONS 

It  is  a  well  settled  principle  of  constitutional  law  that  tax- 
ation is  the  rule  and  exemption  from  taxation  the  exception. 
In  other  words,  all  property  is  subject  to  taxation  unless 
clearly  and  specifically  exempted  by  statute  or  by  constitu- 
tional provisions.  All  governments,  however,  including  our 
own  Federal  system,  have  found  it  wise  and  expedient  to 
exempt  certain  forms  of  property  from  taxation.  The 
property  thus  exempt  in  Iowa  may  be  conveniently  classified 
under  four  heads:  first,  a  certain  minimum  for  each  in- 
dividual, largely  on  the  theory  that  to  tax  the  very  nec- 
essaries of  life  itself  is  to  impoverish  the  state  and  thus 
destroy  the  basis  of  a  well  ordered  revenue  system ;  second, 
the  property  of  the  various  units  of  government;  third, 
the  property  of  religious,  benevolent  and  educational  in- 
stitutions, when  used  exclusively  for  said  purposes;  and 
fourth,  exemptions  for  the  purpose  of  promoting  certain 
forms  of  agriculture,  commerce,  or  manufacturing  in- 
dustries. 

In  Iowa  the  policy  of  exemption  dates  back  to  the  very 
beginning  of  the  Territorial  period.  The  Organic  Law  of 
Iowa  entitled  '  *  An  Act  to  divide  the  Territory  of  Wisconsin 
and  to  establish  the  Territorial  Government  of  Iowa",  pro- 
vides that  "no  tax  shall  be  imposed  upon  the  property  of 
the  United  States."861  The  first  revenue  law  enacted  by 
the  Legislative  Assembly  stipulates  that  seventy-five  dol- 
lars worth  of  household  furniture  to  each  householder, 
libraries,  tools  of  mechanics  and  agricultural  implements 
shall  be  exempted  from  taxation.662  An  act  passed  at  the  fol- 
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lowing  session  added  to  the  list  of  exemptions  ' '  the  stock  in 
trade  of  any  merchant  or  store  keeper  trading  under  a 
license  from  the  county  commissioners  of  the  proper  county, 
school  lands,  or  property  of  any  kind  belonging  or  apper- 
taining to  schools,  sheep,  the  property  of  all  literary  or 
scientific  institutions,  together  with  public  buildings  and 
other  property  belonging  to  the  territory."663  In  1841  the 
amount  of  household  furniture  exempt  to  each  householder 
was  increased  to  one  hundred  dollars.664 

By  the  provisions  of  "An  act  to  provide  for  assessing 
and  collecting  Public  Eevenue",  approved  February  15, 
1844,  a  number  of  minor  changes  were  made,  and  also  ad- 
ditions to  the  list  of  exempted  property.  This  act,  which 
is  more  detailed  and  specific,  contains  the  following  exemp- 
tions: first,  the  property  of  the  United  States  and  of  this 
Territory;  second,  the  personal  property  of  all  literary, 
benevolent,  charitable  and  scientific  institutions,  that  have 
or  may  be  incorporated  by  or  under  the  laws  of  this  Ter- 
ritory, and  such  real  estate  belonging  to  such  institutions 
as  shall  actually  be  occupied  by  them  for  the  purposes  for 
which  they  were  incorporated;  third,  the  household  fur- 
niture of  every  person,  not  exceeding  one  hundred  dollars 
in  value,  and  also  his  necessary  wearing  apparel;  fourth, 
all  farming  utensils,  mechanics'  tools  and  private  libraries, 
except  where  they  exceed  in  value  one  hundred  dollars,  in 
which  case  the  excess  over  that  sum  shall  be  taxed;  fifth, 
all  houses  of  religious  worship,  and  the  lot  or  lots  on  which 
they  may  be  situated,  not  exceeding  five  acres ;  the  pews  and 
furniture  within  such  houses ;  all  burial  grounds,  tombs  and 
rights  of  burial;  sixth,  all  mules,  horses  and  neat  cattle, 
less  than  one  year  old,  and  all  swine  and  sheep  less  than  six 
months  old;  and  seventh,  the  polls  and  estates  of  persons 
who,  by  reason  of  age,  infirmity  and  poverty,  may  in  the 
judgment  of  the  assessors  be  unable  to  contribute  towards 
the  public  charges;  such  judgment  being  always  subject  to 
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ratification  or  reversal  by  the  board  of  county  commis- 
sioners.665 

The  provisions  of  the  first  Constitution  of  Iowa  relative 
to  taxation  and  the  taxing  power  have  already  been  re- 
viewed.666 Those  provisions  which  stipulate  that  "all  laws 
of  a  general  nature  shall  have  a  uniform  operation",667  and 
give  to  the  legislative  department  ''all  other  powers  nec- 
essary for  a  branch  of  the  General  Assembly  of  a  free  and 
independent  State"668  have  a  direct  bearing  upon  the 
question  of  tax  exemptions. 

The  Code  of  1851,  the  "act  in  relation  to  Bevenue",  ap- 
proved March  23,  1858,  and  the  Revision  of  1860  are  much 
the  same  from  the  standpoint  of  tax  exemption.  There  is 
noted  especially  in  these  acts  a  more  complete  summary  of 
the  list  of  public  property  exempt  from  taxation,  and  also 
the  fact  that  mutual  insurance  companies  are  added  to  the 
list.669 

During  the  session  of  1862  a  bill  was  introduced  for  the 
encouragement  of  domestic  manufactures.  This  bill  pro- 
vided for  the  exempting  of  fifty  sheep,  all  wool  and  woolen 
inanufactures,  all  flax  and  flax  cotton,  all  sorghum,  and  all 
machinery  employed  in  the  manufacture  of  wool,  flax,  and 
cotton.670  A  lively  discussion  followed.  Mr.  W.  B.  Lakin 
was  in  favor  of  rejecting  the  bill  with  all  its  amendments. 
He  argued  that  while  salaries  and  most  everything  else  were 
being  taxed  it  was  unjust  to  exempt  from  taxation  the  most 
profitable  property  in  the  State.  Mr.  E.  G-.  Bowdoin  be- 
lieved in  a  diversity  of  occupations,  stating  that  "if  we  can 
by  relaxing  a  little  this  year  and  next  secure  an  ample 
return  in  the  future  when  these  enterprises  are  fairly 
established  we  shall  prove  our  wisdom  and  foresight."671 
The  measure  received  much  support  but  was  finally  de- 
feated. The  rapid  increase  of  taxation,  due  to  the  exigen- 
cies of  war,  made  this  an  inopportune  time  to  exempt  prop- 
erty from  bearing  its  share  of  the  fiscal  burden. 
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An  act  was  passed,  however,  to  amend  Chapter  45  of  the 
Revision  of  1860,  relating  to  the  exemption  from  taxation 
of  all  grounds  and  buildings  of  benevolent,  agricultural, 
and  religious  institutions  so  as  to  include  "all  property 
leased  to  agricultural  societies  during  the  term  of  such 
lease,  Provided  the  same  is  devoted  solely  to  the  appropriate 
objects  of  said  societies."  672  Other  minor  changes  followed. 
In  1864  an  act  was  passed  to  exempt  from  taxation  the  prop- 
erty of  bible  societies  in  case  said  property  was  "  devoted 
solely  to  such  purposes".673 

In  1868  a  more  important  measure  was  passed  entitled 
"  An  Act  to  Encourage  the  Planting  and  Growing  of  Timber, 
Fruit  Trees,  Shade  Trees,  and  Hedges".674  Many  abuses 
soon  resulted  from  the  faulty  administration  of  this  act.  A 
second  act  was  passed  in  1872  relating  to  the  exemption 
from  taxation  of  forest,  fruit,  and  shade  trees  and  hedges. 
This  act  should  be  carefully  read  in  connection  with  the 
previous  one  as  they  form  parts  of  the  same  general  law. 
Under  the  provisions  of  the  latter  no  person  was  permitted 
to  have  more  than  one-half  his  real  estate  exempted  from 
taxation.675 

Thus,  when  the  Code  of  1873  was  enacted  the  following 
classes  of  property  were  specifically  exempted  from  tax- 
ation: first,  the  property  of  various  units  of  government; 
second,  the  property  of  certain  educational,  agricultural, 
charitable  and  benevolent  institutions  when  used  exclusively 
for  said  purposes;  third,  a  minimum  of  personal  effects, 
tools,  implements,  etc.,  for  each  individual  taxpayer; 
fourth,  the  polls  or  estates,  or  both,  of  persons  who,  by 
reason  of  age  or  infirmity,  are  unable  to  contribute  to  the 
public  revenue;  fifth,  exemptions  for  encouraging  the  cul- 
ture of  forest,  fruit,  and  shade  trees,  and  hedges;  and 
finally  certain  rebates  "where  buildings  are  destroyed  by 
fire,  tornado,  or  other  unavoidable  casualty".676 

The  exemptions  for  the  encouragement  of  tree  culture 
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merit  special  attention.  The  Code  of  1873  provides  relative 
thereto  that  "for  every  acre  of  forest  trees  planted  and 
cultivated  for  timber  within  the  state,  the  trees  thereon 
not  being  more  than  twelve  feet  apart  and  kept  in  a  healthy 
condition,  the  sum  of  one  hundred  dollars  shall  be  exempted 
from  taxation  upon  the  owner's  assessment,  for  ten  years 
after  each  acre  is  so  planted.  For  every  acre  of  fruit  trees 
planted  and  suitably  cultivated  within  the  state,  the  trees 
thereon  not  being  more  than  thirty-three  feet  apart  and 
kept  in  a  healthy  condition,  the  sum  of  fifty  dollars  shall  be 
exempted  from  taxation  upon  the  owner's  assessment,  for 
five  years  after  each  acre  is  planted.  Such  exemption  shall 
be  made  by  the  assessor  at  the  time  of  the  annual  assess- 
ment, upon  satisfactory  proof  that  the  party  claiming  the 
same  has  complied  with  this  section ;  and  the  assessor  shall 
return  to  the  board  of  equalization  the  name  of  each  person 
claiming  exemption,  the  quantity  of  lands  planted  to  timber 
or  fruit  trees,  and  the  amount  deducted  from  the  valuation 
of  his  property. 

"The  board  of  supervisors  may  exempt  from  taxation 
for  any  one  year,  except  for  state  purposes,  an  amount  not 
exceeding  five  hundred  dollars  for  each  acre  of  forest  trees 
less  than  three  years  old,  planted  and  suitably  cultivated 
for  timber,  or  for  each  one-fourth  mile  of  hedge,  or  for  each 
one-fourth  mile  of  shade  trees  along  the  public  highway,  or 
for  each  acre  of  fruit  trees  not  more  than  three  years  old, 
and  also  a  proportionate  exemption  for  each  one-fourth 
mile  of  hedge,  or  one-fourth  mile  of  shade  trees  along  the 
public  highway.  Such  board,  before  granting  any  of  the 
exemptions  contemplated  in  this  section,  shall  establish 
rules  as  to  the  method  of  planting  and  cultivating  such 
hedges  and  trees,  and  the  number  of  the  same  to  the  mile 
or  acre.,  and  persons  claiming  such  exemption  shall  bring 
satisfactory  proof  that  such  rules  have  been  complied  with. 
But  no  person  shall  have  any  personal  property  more  than 
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one-half  his  real  estate  exempted  under  this  and  the  fore- 
going section,  nor  shall  there  be  any  exemption  on  account 
of  nursery  trees  grown  for  sale.  Any  person  claiming 
such  exemption  may  appear  before  the  board  of  supervisors 
at  any  regular  meeting,  and,  upon  showing  to  the  satis- 
faction of  said  board  that  he  has  complied  with  the  require- 
ments, shall  receive  from  the  county  auditor  a  certificate, 
stating  the  amount  of  the  exemption,  which  shall  be  received 
by  the  county  treasurer  in  satisfaction  of  the  taxes 
exempted."677 

The  decade  which  followed  the  enactment  of  the  Code  of 
1873  was  characterized  by  a  long  controversy  concerning  the 
taxation  of  church  property.  Space  will  permit  only  a  brief 
consideration  of  the  interesting  debates  on  this  subject. 
Senator  John  Shane  introduced  a  resolution  in  1874  pro- 
viding for  the  taxation  of  church  property.678  The  Senator 
declared  that  a  vast  sum  of  money  was  annually  paid  to 
the  various  religious  denominations  in  the  way  of  exemp- 
tions from  taxes.679  He  said  that  "  there  are  in  Iowa,  church 
accommodations  for  421,000  persons.  That  the  other  850,- 
000  citizens  of  the  State  that  have  no  church  accommoda- 
tions are  compelled  by  the  law  as  it  now  stands  to  pay  at 
least  two  thirds  of  the  taxes  which  these  religious  con- 
gregations used  by  the  one-third,  ought  to  pay.  It  is  a  self 
evident  proposition  that  insofar  as  the  six  millions  of 
church  property  of  Iowa  is  exempt  from  taxation,  the 
amount  of  the  revenue  that  such  property  would  yield 
must  be  made  up  from  additional  levies  on  the  hard  work- 
ing farmer,  mechanic,  artizan  and  merchant. ' '  68° 

The  majority  of  Senators,  however,  did  not  hold  these 
extreme  views.  Senator  M.  A.  McCoid  contended  that  the 
arguments  in  favor  of  the  resolution  were  based  on  false 
premises.  "It  is  the  public  taxing  the  people  upon  their 
donations  to  that  public",  he  declared.  "Church  property 
is  donated  to  the  public  in  trust  for  specific  purposes,  it  is 
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open  to  all;  they  are  public  finger  boards,  pointing  to  a 
highway  of  holier  living,  light  houses  emitting  the  light  of 
the  world,  and  warnings  of  shoals  and  breakers  on  which 
hopes  are  shipwrecked;  they  are  public  wells  or  fountains 
of  living  water  at  which  all  may  drink".681  After  a  number 
of  lively  and  entertaining  debates,  which  disclosed  some- 
thing of  argument  but  more  of  prejudice,  the  resolution  was 
finally  defeated.682  A  substitute  to  the  resolution,  in- 
troduced by  Senator  McCoid  was  also  indefinitely  post- 
poned.683 

During  the  session  of  1874,  moreover,  some  changes  and 
additions  were  made  in  the  matter  of  exemptions  and 
rebates.  An  act  was  passed  providing  for  the  repeal  of 
section  800  of  the  Code  of  1873  relating  to  the  rebate  of 
taxes  on  property  destroyed  and  substituting  in  lieu  thereof 
the  provision  that  "the  board  of  supervisors  shall  have 
power  to  rebate  in  whole  or  in  part  the  taxes  of  any  person 
whose  buildings,  crops,  stock,  or  other  property  has  been 
destroyed  by  fire,  tornado,  or  other  unavoidable  casualty, 
if  said  property  has  not  been  sold  for  taxes  or  if  said  taxes 
have  not  been  in  default  for  thirty  days  at  the  time  of  de- 
struction. But  the  loss  for  which  such  rebate  is  allowed 
shall  be  such  only  as  is  not  covered  by  insurance." 684 

A  second  act  amended  the  law  relative  to  the  exemptions 
for  forest,  shade,  and  fruit  trees  and  hedges.  It  was  pro- 
vided that  no  person  should  have  any  personal  property 
nor  more  than  one-half  his  real  estate  exempted  and  that 
no  exemption  should  be  granted  on  account  of  nursery  trees 
grown  for  sale.685  It  was  further  enacted  by  the  Fifteenth 
General  Assembly  that  certain  exemptions  be  granted  to 
savings  banks.  Thus  "the  franchise  of  all  such  banks,  the 
savings  and  funds  deposited  therein,  and  the  mortgages 
and  other  securities,  wherever  the  same  are  invested,  are 
not  to  be  taxed,  but  are  expressly  exempted  therefrom  and 
may  be  omitted  from  assessments  of  the  bank  required  by 
the  revenue  laws  of  the  state".686 
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In  1876  an  effort  was  again  made  by  Senator  Shane  to 
tax  church  property.687  A  bill  was  introduced  by  Senator 
McCoid  along  more  conservative  lines  than  the  resolution 
proposed  during  the  previous  session.688  Senator  William 
Larrabee  from  the  Committee  on  Ways  and  Means  reported 
back  what  was  practically  a  substitute  bill.  The  principal 
section  of  the  amended  bill  provided  "that  all  property  of 
religious  societies  not  in  actual  use  for  public  worship,  par- 
sonage, school,  or  cemetery  purposes  shall  be  assessed  and 
taxed  the  same  as  that  of  individuals. ' ' 689 

Senator  Larrabee  was  opposed  to  the  original  bill  and 
contended  that  the  existing  law  was  good  and  should  not  be 
materially  changed.  "There  are  two  codes  of  law,"  said 
the  Senator, ' '  the  statute  and  the  moral  law.  There  are  two 
systems  of  taxation,  one  levied  under  the  statute,  the  other 
under  the  moral  law.  The  tax  levied  under  the  statute  law 
builds  our  court  houses  and  runs  our  government;  that 
under  the  moral  law  builds  our  churches,  and  I  can  not  see 
why  this  latter  tax  levied  under  the  moral  law,  should  be 
taxed  to  support  those  institutions  held  by  taxes  levied 
under  the  statute  law. '  )69° 

The  committee  bill  passed  the  Senate  with  ten  negative 
votes,691  and  was  recommended  for  passage  in  the  House  ;692 
but  it  does  not  appear  in  the  laws  of  1876.  In  fact  no  law  of 
importance  relative  to  tax  exemptions  was  enacted  by  the 
Sixteenth  General  Assembly. 

In  1878  a  minor  amendment  was  made  to  the  law  relat- 
ing to  exemptions  for  planting  and  cultivating  forest 
trees.693  During  the  following  (1880)  session  of  the  Gen- 
eral Assembly  the  question  of  taxing  church  property  again 
came  up.  A  petition  was  circulated  throughout  Iowa  asking 
the  legislature  to  tax  this  form  of  property  for  the  following 
reasons:  first,  that  to  exempt  church  property  from  tax- 
ation is  to  support  sectarian  religion ;  second,  it  is  a  prin- 
ciple of  justice;  and  finally,  "by  continued  exemption  of 
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church  property  from  taxation  ecclesiastical  corporations 
are  enabled  to  amass  great  wealth".694  The  opposition, 
however,  was  too  strong  and  no  law  was  enacted.  In  fact, 
the  demand  for  the  taxation  of  church  property  was  be- 
ginning to  lose  much  of  its  force.693 

A  number  of  other  questions  now  came  forward  relative 
to  tax  exemptions.  The  exemptions  on  account  of  forest 
and  fruit  trees  had  resulted  in  many  abuses.  The  law  had 
been  changed  from  time  to  time,  and  in  fact  was  amended 
in  1880  so  as  to  limit  the  amount  to  one-half  the  valuation 
of  the  realty  on  which  such  exemption  was  claimed.696  The 
abuses  became  so  flagrant  that  the  Auditor  of  State  recom- 
mended the  unconditional  repeal  of  the  law  granting  exemp- 
tions for  the  culture  of  fruit  and  forest  trees.697  It  was 
claimed  by  the  Auditor  that  seven-eighths  of  the  exemptions 
secured  under  this  act  were  granted  illegally  and  that  no 
effort  was  made  to  obey  either  the  letter  or  spirit  of  the 
law.  The  $6,305,884  thus  exempted  in  the  various  counties 
of  the  State  ought  in  his  opinion  to  bear  its  just  share  of 
the  public  burdens. 

Taxation  of  church  property  once  more  came  up  in  1884. 
The  bill  relative  thereto  was  introduced  by  Senator  John 
C.  Bills,  reported  unfavorably  by  the  Committee  on  Ways 
and  Means,  brought  out  by  special  assignment,  passed  with 
a  bare  majority  of  twenty- six,  nearly  a  third  of  the  Senate 
being  absent,  was  reconsidered,  and  finally  ordered  en- 
grossed.698 Petitions  were  at  once  circulated  against  the 
measure.  Popular  opposition  became  very  outspoken,  and 
the  bill  was  once  more  defeated.699 

Governor  Sherman  in  1886  recommended  legislation  rel- 
ative to  the  taxation  of  church  property,  stating  that 
"under  the  present  law,  as  generally  interpreted,  all  church 
property,  of  whatever  nature,  is  exempt  from  tax  pay- 
ment —  and  in  this  matter  I  am  satisfied  great  injustice  is 
done.  It  is  well  enough  to  exempt  church  buildings  actually 
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used  as  such  —  but  when  it  is  sought  to  include  the  palatial 
residences  of  pastors,  which  are  often  the  most  valuable  in 
the  district,  and  yet  impose  all  taxes  upon  the  poor  man's 
cabin,  I  think  it  is  carrying  the  matter  altogether  too 
far. ' '  70°  The  suggestions  of  the  Governor,  however,  were 
not  enacted  into  law.  In  fact,  the  question  of  the  taxation 
of  church  property  was  practically  abandoned  at  this  time. 

A  third  subject  relative  to  tax  exemptions  came  up  for 
serious  consideration  in  the  session  of  1886,  namely,  that 
of  homestead  exemptions.  A  bill  introduced  by  Senator  C. 
H.  Gatch701  was  designed  to  take  the  burden  of  taxation 
from  the  poorer  owners  of  homesteads.  It  was  recommended 
for  indefinite  postponement  by  the  Committee  on  Ways  and 
Means 702  but  was  made  a  special  order  and  after  a  lively 
debate  was  defeated  by  a  vote  of  nineteen  to  twenty-six.703 

Senator  Gatch,  however,  made  a  lengthy  and  able  speech 
in  favor  of  the  measure,  the  principal  points  of  which  are 
worthy  of  consideration.  He  contended  that  the  tax  laws 
were  so  administered  that  "the  property  of  the  poor  bears 
an  unequal  proportion  of  the  burdens  of  taxation. ' ' 704 
It  was  further  alleged  that  the  actual  amount  of  property 
exempted  would  not  be  large,  when  considered  relatively. 
Men  of  means  would  derive  small  profit  from  the  proposed 
exemption  because  they  would  be  obliged  to  pay  an  in- 
creased rate  on  the  balance  of  their  property.  In  a  word, 
the  slightly  progressive  principle  proposed  in  the  bill  would 
primarily  benefit  the  poor  man.  This  the  Senator  claimed 
was  just  for  the  reason  that  the  property  of  the  poor  man 
was  assessed  more  nearly  at  its  full  value  than  the  property 
of  the  rich. 

Again  the  argument  was  advanced  that  most  of  the  ex- 
emptions provided  by  law  did  not  benefit  the  man  of  small 
means.  Mention  was  made  of  libraries,  trees,  etc.  It  was 
claimed  that  the  exemption  for  trees  planted  was  consider- 
ably more  than  the  value  of  homesteads  that  would  be 
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wholly  exempt  under  the  proposed  law.  Finally,  Senator 
Gatch  argued  that  if  it  is  just  to  exempt  the  entire  home- 
stead to  the  value  in  many  cases  of  thousands  of  dollars 
from  judicial  sale  on  account  of  private  creditors,  it  would 
certainly  be  right  and  just  to  exempt  the  same  homestead 
from  taxation  to  the  very  limited  amount  proposed  by  this 
bill  against  the  public  demand  of  the  State.705  Reference  to 
this  important  bill  will  be  made  in  another  connection.706 

The  homestead  exemption  bill  was  again  introduced  at 
the  following  session  (1888),  and  received  much  support. 
The  real  argument  in  its  favor,  clearly  outlined  by  Senator 
Gatch,  was  that  real  estate  was  bearing  an  undue  share  of 
the  public  burden  and  personalty  or  unseen  property  was 
quite  generally  escaping  taxation.  To  correct  this  growing 
evil  what  would  amount  to  one  form  of  income  taxation  was 
proposed.  As  provided  in  the  bill  a  man  with  a  homestead 
worth  $1000  would  pay  no  tax,  a  man  with  a  homestead 
worth  $3000  would  receive  some  benefit  from  the  exemption. 
On  the  other  hand,  if  a  homestead  was  worth  $10,000  no 
benefit  would  be  derived  as  the  increase  of  rate  would  just 
compensate  for  the  exemption.707 

No  further  steps  were  taken  to  change  the  tax  exemption 
laws  until  the  meeting  of  the  Twenty-fifth  General  As- 
sembly. At  this  time  the  Revenue  Commission  created  in 
1892  made  its  report,  recommending  three  important 
changes  in  the  law.  The  bill  was  drafted  to  include  all 
libraries,  whether  professional  or  private,  kitchen  and 
household  furniture,  except  as  used  for  hotel  and  boarding 
house  purposes,  all  farming  utensils  and  all  mechanics  tools 
by  which  their  owners  make  their  livelihood,  as  well  as  all 
vehicles  not  used  for  hire.708  In  the  second  place,  no  pro- 
vision was  made  for  the  deduction  of  indebtedness  from  the 
amount  of  moneys  and  credits,  and  finally,  the  exemption 
for  tree  culture  was  omitted.  It  was  alleged  that  the  benefits 
to  be  derived  from  the  exemption  for  tree  culture  were  in- 
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significant  when  compared  with  the  ' '  improper  avoidance  of 
taxation"  which  had  always  characterized  this  section  of 
the  law.  The  report  of  the  Commission  was  rejected  for 
reasons  which  have  already  been  explained. 

The  enactment  of  a  law  in  1896  to  exempt  crematoriums 
from  taxation  brings  us  to  the  Code  of  1897.709  This  Code 
contains  little  that  is  new  in  the  matter  of  tax  exemptions. 
The  classification  of  the  list  is  made  somewhat  more  sys- 
tematic.710 A  comparison  of  section  1304  of  the  Code  of 
1897  with  section  797  of  the  Code  of  1873  reveals  a  striking 
similarity  and  shows  but  few  material  changes.  It  should 
be  noted,  however,  that  the  series  of  acts  relating  to  ex- 
emption for  tree  culture  are  omitted  from  the  new  Code. 
This  was  due  to  the  many  abuses  incident  to  the  administra- 
tion of  the  law.  In  fact  the  repeal  of  this  law  had  been 
frequently  recommended.711 

A  few  additions  and  amendments  have  been  made  since 
the  enactment  of  the  Code  of  1897.  In  1900  an  act  was 
passed  granting  certain  exemptions  for  the  purpose  of  en- 
couraging the  manufacture  of  sugar.712  In  1902  an  act  was 
passed  exempting  an  amount  of  property  not  to  exceed 
eight  hundred  dollars  in  actual  value  of  any  honorably  dis- 
charged Union  soldier  or  sailor  of  the  Mexican  "War  or  the 
War  of  the  Eebellion  or  of  the  widow  remaining  unmarried 
of  such  soldier  or  sailor.713 

The  accumulations  and  funds  of  fraternal  beneficiary  as- 
sociations were  exempted  by  a  law  passed  in  1906.714  At 
the  same  session  an  act  was  passed  to  encourage  the  plant- 
ing of  forest  and  fruit  trees.  This  measure  should  be  care- 
fully distinguished  from  the  earlier  acts  of  this  class.  It 
merely  provides,  first,  a  flat  taxable  valuation  of  one  dollar 
an  acre  for  forest  reservations,  and  second,  that  the  assessor 
shall  not  increase  the  valuation  of  property  because  of 
such  improvements.715  At  the  following  session  the  exemp- 
tion to  encourage  the  beet  sugar  industry  was  extended  to 
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the  year  1917.716  Finally,  in  1909,  an  act  was  passed  ex- 
empting from  taxation  "municipal,  school  and  drainage 
bonds  or  certificates  hereafter  issued".  It  is  specified  in  the 
act,  however,  that  no  deduction  shall  be  granted  from  the 
assessment  of  the  stock  of  any  bank  or  trust  company  on 
account  of  the  holding  of  said  bonds  or  certificates.717  This 
law  was  passed  largely  through  the  efforts  of  Mr.  Edward 
McDonald,  and  while  it  encountered  some  opposition,  one 
is  convinced  that  its  underlying  principles  are  sound  both 
from  a  general  and  a  fiscal  standpoint. 

To  review  the  subject  of  tax  exemptions,  it  will  be  re- 
called that  the  general  principle  of  the  system  dates  back  to 
the  beginning  of  the  Territorial  period,  having  been  incor- 
porated in  the  first  finance  bill  that  passed  the  Legislative 
Assembly.  Indeed,  it  may  also  be  stated  that  the  justice 
and  expediency  of  exempting  certain  forms  of  property 
from  taxation  are  generally  recognized  by  the  other  States 
of  the  Union  and  by  all  foreign  nations.  The  amount  and 
classes  of  property  exempt  depends  upon  the  character  of 
the  government  and  numerous  other  conditions. 

In  the  second  place,  it  should  not  be  forgotten  that  tax- 
ation is  the  rule  in  Iowa,  and  exemption  from  taxation  the 
exception.  While  the  court  decisions  are  not  always  clear 
and  consistent  on  this,  as  on  many  other  fiscal  questions, 
the  rule  is  well  nigh  universal  that  tax  exemption  laws  are 
strictly  construed.718  No  property  is  exempted  unless  clear 
and  explicit  legislation  has  been  enacted  authorizing  the 
same.  The  burden  of  proof  is  with  the  person  claiming 
exemption  and  the  presumption  of  law  is  in  favor  of 
liability  for  taxation.719 

In  the  history  of  taxation  in  Iowa,  as  a  result  of  positive 
legislation  supplemented  by  judicial  construction,  elaborate 
provisions  have  been  gradually  developed  exempting  sev- 
eral classes  of  property  from  bearing  any  part  of  the  fiscal 
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burden.  A  critical  study  of  these  classes  will  reveal  to  the 
reader  the  large  amount  of  wealth  now  exempt  under  the 
provisions  of  the  Iowa  revenue  law. 

From  a  careful  examination  of  the  Code  Supplement720  it 
is  apparent  that  a  vast  amount  of  property  does  not  bear 
any  part  of  the  burdens  of  government.  For  example,  take 
the  average  farm  of  Iowa.  One  is  inclined  to  think  that  the 
farmer  bears  a  large  part,  perhaps  an  undue  share  of  the 
fiscal  burden.  In  many  cases  this  may  be  true — at  least 
many  authorities  so  state,  and  the  political  opportunist  al- 
ways advances  this  view,  often  with  a  telling  effect.  Yet  a 
critical  study  of  the  Supplement  makes  it  clear  that  a  large 
amount  of  farm  property  is  exempt  from  taxation.  Well  in- 
formed persons  have  estimated  that  from  one  to  five  thou- 
sand dollars  worth  of  property  is  entirely  exempt  from  tax- 
ation on  the  average  Iowa  farm  —  a  fact  which  will  be  quite 
generally  acknowledged  by  the  farmers  themselves.  Consid- 
ered in  the  light  of  our  fiscal  history  this  fact  is  significant. 
For  a  generation  or  more  an  effort  was  made  to  pass  a  law 
securing  to  the  farmer  a  privilege,  long  enjoyed  by  the 
money  lender  and  banker,  namely,  the  right  to  deduct  his 
debts  from  the  value  of  his  real  estate.721  This  plan  was 
defeated;  but  in  under-assessment  and  in  the  complete  ex- 
emption of  a  large  amount  of  property  the  same  purpose  has 
largely  been  accomplished.  Some  of  the  exemptions  above 
outlined  should,  however,  in  justice  to  the  farmer  be  thought 
of  in  connection  with  that  provision  of  the  Code  which 
grants  the  privilege  of  deducting  just  debts  from  the  amount 
of  one's  moneys  and  credits  listed  for  taxation.  The  home- 
stead exemption  bill  mentioned  in  the  text  and  the  pro- 
longed agitation  relative  thereto  should  likewise  be  judged 
by  the  same  standards. 

In  conclusion  one  should  also  remember,  first,  the  long 
struggle  concerning  the  taxation  of  church  property  which 
ended  with  little  or  nothing  accomplished;  second,  the  laws 
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granting  exemptions  for  the  growing  of  certain  trees,  and 
why  the  same  were  ultimately  repealed;  and  third,  the  ex- 
emptions granted  to  promote  certain  industrial  enterprises, 
as  in  the  case  of  beet  sugar. 
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XIII 
TAX  LIMITATIONS 

In  the  Organic  Law  of  Iowa,  entitled  "An  Act  to  divide 
the  Territory  of  Wisconsin  and  to  establish  the  Territorial 
Government  of  Iowa", 722  no  specific  limitations  are  placed 
upon  the  taxing  power  aside  from  the  general  prohibition 
against  taxing  property  of  the  United  States,  or  the  lands 
and  other  property  of  non-residents  higher  than  that  of 
residents.  It  is  stipulated  that  the  "Legislative  power  of 
the  Territory  shall  extend  to  all  rightful  subjects  of  legisla- 
tion ",  subject  to  a  veto  by  the  Governor  or  the  Congress  of 
the  United  States.723  The  principle  of  placing  a  direct 
statutory  limitation  on  the  taxing  power  dates  back  to 
the  first  Legislative  Assembly  of  the  Territory  of  Iowa.  In 
"An  act  for  assessing  and  collecting  county  revenue ",  ap- 
proved January  24, 1839,724  it  is  provided  that  the  tax  levied 
shall  not  in  any  case  exceed  five  mills  on  the  dollar.725  This 
rate  was  retained  in  the  law  which  was  passed  two  years 
later.726  In  1848,  however,  the  rate  was  reduced  to  four 
mills.727 

No  express  limitation  as  to  the  amount  of  taxes  was  made 
in  the  first  Constitution  of  Iowa.  The  framers  of  that  in- 
strument considered  that  this  and  similar  questions  of  de- 
tail belonged  to  the  sphere  of  statutory  rather  than  consti- 
tutional law.  Statutory  limitations,  however,  continued  to 
be  enacted.  In  the  Code  of  1851  it  is  provided  that  the 
county  court  shall  levy  the  following  taxes  upon  the  as- 
sessed value  of  the  taxable  property  of  the  county:  for 
State  revenue  three  mills  on  the  dollar,  when  no  rate  is  di- 
rected by  the  Census  Board ;  for  ordinary  county  revenue, 
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including  the  support  of  the  poor,  not  more  than  six  mills 
on  the  dollar,  and  a  poll  tax  of  fifty  cents ;  for  the  support 
of  schools  not  less  than  one-half  mill  nor  more  than  one 
mill  and  a  half  on  the  dollar ;  and  for  roads  as  directed  in 
the  chapter  relating  to  roads.728  To  this  list  was  added  in 
1858  a  tax  of  "not  more  than  one  mill  on  the  dollar"  for 
making  and  repairing  bridges  —  such  tax  to  be  established 
by  a  vote  of  the  people  of  the  county,  upon  the  question  be- 
ing submitted  to  them  according  to  law.729 

In  the  Revision  of  1860  a  material  reduction  of  the  rate 
was  permitted  by  law.  The  amount  to  be  levied  for  State 
revenue  by  the  board  of  supervisors  of  each  county  is  re- 
duced to  one  and  one-half  mills,  when  no  rate  is  directed  by 
the  Census  Board;  but  it  is  further  stipulated  that  in  no 
case  shall  the  Census  Board  direct  a  levy  to  be  made  ex- 
ceeding two  mills  on  the  dollar.  For  ordinary  county  rev- 
enue, including  the  support  of  the  poor,  the  rate  is  reduced 
to  not  more  than  four  mills  on  the  dollar.  For  the  support  of 
schools,  however,  the  rate  is  increased  to  not  less  than  one 
nor  more  than  two  mills  on  a  dollar.  Finally,  it  is  provided 
that  the  rate  of  not  more  than  one  mill  on  the  dollar  for  mak- 
ing and  repairing  bridges  may  be  levied  by  the  Board  of 
Supervisors  without  being  submitted  to  a  direct  vote  of  the 
people.730  In  1866  this  rate  was  increased  to  three  mills.731 
Minor  changes  were  made  in  1868,  and  in  1870  the  maximum 
levy  for  road  purposes  was  further  increased  to  five  mills.732 

Other  limitations  on  the  taxing  power  followed.  The  rate 
to  create  a  sinking  fund  in  cities  was  increased  to  two 
mills.733  Up  to  this  time  it  had  been  only  one  mill.734  An 
act  was  also  passed  to  authorize  counties  to  establish  and 
maintain  high  schools,  it  being  stipulated  that  "in  no  case 
shall  the  tax  for  such  purposes  exceed,  in  any  one  year,  the 
amount  of  five  mills  on  the  dollar  on  the  taxable  property 
of  the  county,  and,  when  the  tax  is  levied  for  the  payment 
of  teachers'  wages  and  contingent  expenses  only,  shall  not 
exceed  two  mills  on  the  dollar."735 
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At  this  time  large  subsidies  were  being  granted  to  rail- 
road companies  by  townships,  counties,  and  other  local 
units.736  The  danger  of  giving  local  units  complete  freedom 
in  granting  such  subsidies  soon  became  apparent.  The 
whole  question  of  tax  limitations  was  carefully  discussed  by 
Governor  Merrill  in  his  message  of  1872.  "I  suggest  to 
the  Legislature,"  said  the  Governor,  "the  propriety  of 
adopting  a  maximum  limit  of  taxation  to  which  any  prop- 
erty may  be  subjected  in  one  year".737  The  reasons  for 
this  recommendation  are  apparent  in  view  of  the  maximum 
levies  then  authorized  by  law,  which  were  as  follows:  for 
the  State,  two  mills;  for  the  county,  for  ordinary  revenue, 
four  mills,  for  high  schools,  four  mills,  for  bridges,  three 
mills,  and  for  public  buildings,  two  mills ;  for  townships,  for 
roads,  five  mills,  for  railroads,  fifty  mills;  and  for  school 
districts  and  sub-school  districts,  fifteen  mills.  This  made 
a  total  levy  of  eighty  mills.  Nor  did  this  large  levy  include 
certain  taxes  in  cities  where  it  was  possible  for  the  maxi- 
mum levy  in  a  sub-district  to  reach  ninety-six  and  one-half 
mills,  and  in  some  cities  even  higher.  Governor  Merrill 
held  that  these  high  rates  were  unreasonable  and  should 
be  prohibited  by  act  of  the  General  Assembly.738 

In  his  inaugural  address,  Governor  Carpenter  also  re- 
viewed the  subject  of  tax  limitations,  saying:  "And  here 
I  may  not  inappropriately  speak  of  the  uncalculating  man- 
ner in  which  many  communities  —  and  especially  of  the  more 
sparsely  populated  counties  —  impose  taxes  upon  them- 
selves. If  there  is  legislative  power  this  should  be  rem- 
edied. I  cannot  think  it  would  do  municipal  corporations  a 
very  great  injustice  so  to  hedge  the  privilege  of  imposing 
obligations  upon  themselves  that  their  power  to  contract 
debts  will  be  kept  somewhere  within  the  boundary  of  ability 
to  pay".739  Conforming  to  the  spirit  of  these  recom- 
mendations and  suggestions,  the  Fourteenth  General  As- 
sembly repealed  the  township  railroad  aid  law.740  Two  im- 
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portant  acts  of  this  class  had  been  passed  —  one  in  1868  and 
the  second  in  1870.741 

Other  acts  were  passed  placing  limitations  on  the  local 
taxing  power.  One  act  in  particular  should  be  noted  as 
indicative  of  the  more  extreme  type  of  this  class  of  legisla- 
tion, namely,  the  act  limiting  the  amount  to  be  raised  for 
the  ''contingent  fund"  to  five  dollars  per  scholar,  and  for 
"teachers  fund"  to  fifteen  dollars  per  scholar.742 

This  brings  us  to  a  consideration  of  the  Code  of  1873, 
the  provisions  of  which  may  be  briefly  summarized.  It  was 
first  provided  in  this  Code  that  the  rate  of  tax  to  be  levied 
by  the  county  board  of  supervisors  "  shall  in  no  case  be 
more  than  one  per  cent,  on  the  county  valuation  in  one 
year".743  The  rate  for  State  revenue  was  to  be  one  and 
one-half  mills  on  the  dollar,  or  an  amount  to  be  directed  by 
the  Executive  Council  not  exceeding  two  mills  on  the  dol- 
lar. The  rate  for  county  revenue,  including  the  support  of 
the  poor,  was  fixed  at  four  mills  on  the  dollar,  and  a  poll 
tax  of  fifty  cents.  The  rate  for  the  support  of  schools  was 
not  to  be  less  than  one  nor  more  than  three  mills,  and  that 
for  making  and  repairing  bridges  not  more  than  three  mills 
on  the  dollar.  The  maximum  rate  to  be  levied  by  the  Coun- 
cil or  trustees  of  cities  and  incorporated  towns  was  fixed  at 
ten  mills  for  general  and  incidental  expenses,  with  two 
mills  additional  to  create  a  sinking  fund  for  the  gradual  ex- 
tinguishment of  the  bonds  and  funded  debt.744 

Other  special  taxes  provided  in  the  Code  of  1873  are :  a 
poor  tax  not  exceeding  one  mill  on  the  dollar,  to  be  entered 
on  the  county  list  and  collected  as  the  ordinary  tax;  a 
school  tax  of  not  more  than  five  mills,  only  two  mills  of 
which  could  be  used  for  the  payment  of  teachers '  wages  and 
contingent  expenses;  and  finally,  a  rate  not  exceeding  ten 
mills  to  be  used  by  independent  school  districts  in  the  pur- 
chase of  grounds,  construction  of  school  buildings,  procur- 
ing of  library  apparatus,  and  the  like.745 
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In  1874  Governor  Carpenter  again  called  the  attention 
of  the  General  Assembly  to  the  desirability  of  tax  limita- 
tions. "A  two-mills  tax  for  State  purposes",  he  said, 
" never  prevented  a  dollar  in  capital  from  coming  to  Iowa; 
but  local  taxes  and  local  mismanagement  have  done  so.  I 
have  been  told  that  a  portion  of  the  colony  of  Russian  Men- 
nonites  were  greatly  pleased  with  one  of  our  northwestern 
counties,  and  would  have  located  there,  had  they  not  learned 
of  the  enormous  indebtedness  which  the  county  authorities 
have  contracted,  and  which  will  hang  like  a  millstone  upon 
every  legitimate  enterprise  of  the  people  for  years  to 
come".746  The  Governor  reviewed  tables  prepared  by  the 
Auditor,  indicating  the  relative  amount  of  State  and  local 
taxation,  showing  that  the  tax  burden  was  almost  entirely 
local,  and  that  its  remedy  was  at  the  source  of  the  evil.747 

During  the  years  that  intervened  between  the  Code  of 
1873  and  the  enactment  of  the  new  Code  of  1897  many  laws 
were  passed  relating  to  limitations  on  the  taxing  power. 
Some  of  these  laws  defined  and  limited  the  taxing  power  of 
cities  in  relation  to  the  construction  of  sewers,748  paving  of 
streets,749  building  of  parks,750  funding  of  outstanding 
debts,751  and  numerous  other  purposes.  Other  laws  related 
to  the  many  forms  of  county,  township,  and  school  district 
taxation.  In  order  to  appreciate  the  multitude  of  details 
contained  in  these  statutes,  it  is  only  necessary  to  review 
the  provisions  of  the  Code  of  1897. 

Cities  of  the  first  class,  not  under  special  charters,  are 
authorized  to  levy  the  following  maximum  rates  of  taxa- 
tion :  three  mills  on  the  dollar  for  a  city  bridge  fund ;  three 
mills  for  a  grading  fund ;  five  mills  for  a  city  improvement 
fund ;  two  mills  for  a  sewer  fund ;  one  mill  for  library ;  five 
mills  for  water  works ;  five  mills  for  gas  or  electric  plant ; 
five  mills  for  water;  five  mills  for  gas,  electric  light  or 
power ;  a  bond  fund  tax  sufficient  to  pay  interest  and  prin- 
cipal at  the  close  of  a  specified  period ;  and  finally,  a  ceme- 
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tery  tax  of  one-half  of  one  mill.752  For  cities  under  special 
charters  the  rates  are  nearly  the  same.753  Numerous  other 
special  provisions  might  be  mentioned. 

The  taxes  levied  by  the  board  of  supervisors  of  each 
county  are  as  follows:  for  State  revenue,  such  rate  of  tax 
as  shall  be  fixed  by  the  Executive  Council  as  hereinafter 
provided;  for  ordinary  county  revenue,  not  more  than  six 
mills  on  a  dollar  in  counties  having  a  population  of  less  than 
twenty  thousand,  and  in  counties  having  a  population  of 
twenty  thousand  or  more,  four  mills,  with  a  poll  tax  in  either 
case  of  fifty  cents  on  each  male  resident  over  twenty-one 
years  of  age.  But  in  any  county  in  which  the  levy  is  lim- 
ited to  four  mills  the  board  of  supervisors  may,  at  any  gen- 
eral election,  submit  the  question  of  increasing  such  levy 
to  six  mills  or  less  to  a  vote  of  the  electors,  and  if  such 
proposition  is  adopted  the  board  of  supervisors  may  make 
the  next  general  levy  at  the  proposed  rate ;  for  support  of 
schools,  not  less  than  one  nor  more  than  three  mills  on  a 
dollar;  and  for  making  and  repairing  bridges,  not  more 
than  three  mills  on  a  dollar ;  but  such  tax  shall  not  be  levied 
upon  any  property  assessable  within  the  limits  of  any  city 
of  the  first  class,  and  none  of  such  bridge  tax  shall  be  used 
in  the  construction  or  repair  of  bridges  within  the  limits 
of  such  city.754 

Other  special  levies,  such  as  those  for  the  support  of  the 
poor 755  and  the  insane 758  might  be  mentioned.  Since  1897 
many  changes  and  some  additions  have  been  made  in  the 
law  relating  to  tax  limitations ;  and  at  the  present  time  the 
whole  system  of  local  taxation  is  strictly  defined  and  rigidly 
limited  by  acts  of  the  General  Assembly.  The  public  school 
system,  both  elementary  and  that  for  higher  instruction,  im- 
provements in  cities  such  as  streets,  water,  light,  heat, 
sewers,  parks,  and  the  like  —  in  fact  the  whole  fabric  of  our 
fiscal  system  in  the  local  units  of  government  —  rest  upon 
a  foundation  of  statutory  limitations.  If  a  certain  city  or 
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other  taxing  district  desires  to  levy  taxes  for  any  purpose 
in  addition  to  the  rate  prescribed  by  law,  it  requires  a 
special  act  of  the  General  Assembly. 

It  is  not  proposed  at  present  to  comment  on  the  wisdom 
of  this  policy.  From  the  standpoint  of  political  science  it 
is  no  doubt  a  logical  development.  The  local  units  of 
government  are  in  a  very  real  sense  the  creations  of  the 
State.  Their  general  powers  and  duties  are  defined  by 
statute.  In  the  case  of  taxation,  legislators  have  quite  gen- 
erally considered  that  special  reasons  exist  for  limiting  the 
power  of  local  communities.  A  thorough  study  of  railroad 
aid  taxes,757  so  closely  and  vitally  connected  with  the  whole 
problem  under  consideration,  would  shed  much  light  on  the 
reasons  for  carefully  limiting  the  rights  and  powers  of 
cities,  townships  and  counties  in  matters  of  taxation.  Such 
a  study  belongs  logically  in  a  history  of  transportation.  In 
the  second  place,  a  monograph  on  the  history  of  public  debt 
in  Iowa,  State  and  local,  would  reveal  many  facts  in  connec- 
tion with  this  problem.  In  many  ways  the  whole  question 
under  consideration  may  best  be  approached  and  studied 
from  the  standpoint  of  public  debt.  Finally,  the  feeling 
that  high  rates  of  taxes  are  frequently  voted  by  irresponsi- 
ble men  who  at  the  same  time  bear  no  share  of  the  fiscal 
burden,  has  had  much  weight  in  determining  the  course  of 
practical  legislation.  For  these  and  other  reasons  which 
might  be  named  the  General  Assembly  has  adopted  the 
policy  of  protecting  the  people  against  themselves  by  im- 
posing rigid  limitations  and  restrictions  on  the  local  taxing 
power.758 

In  order  to  form  a  clear  idea  of  the  complexity  of  our 
tax  system  on  the  one  hand,  and  how  it  is  limited  and  de- 
fined in  the  most  minute  detail  by  acts  of  the  General  As- 
sembly on  the  other,  it  is  only  necessary  to  examine  the 
printed  blank  showing  the  tax  levy  in  any  of  the  hundreds 
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of  taxing  districts  of  the  State.  This  blank  shows:  first, 
the  consolidated  list,  including  the  various  State  and  county 
levies ;  and  second,  the  numerous  district,  township  and  city 
levies.  From  the  standpoint  of  administration,  the  assess- 
ment of  property  and  the  levy  of  taxes  offer  a  striking  con- 
trast. While  the  people  of  Iowa  have  always  held  tena- 
ciously to  the  principle  of  local  "home  rule"  or  fiscal  de- 
centralization in  matters  of  assessment,  surrendering  the 
forms  and  retaining  the  substance  of  power,  it  appears  that 
they  have  seldom  been  quite  willing  to  trust  themselves 
when  it  comes  to  the  question  of  the  tax  levy.  It  is  true  that 
considerable  freedom  is  exercised,  but  only  within  certain 
well-defined  statutory  limitations ;  and  when  any  local  unit 
of  government  desires  to  exceed  the  maximum  levies  pre- 
scribed by  law  it  can  do  so  only  by  special  act  of  the  General 
Assembly.  It  is  obvious  that  such  a  policy  has  both  its  ad- 
vantages and  disadvantages.  One  would  not  be  warranted 
in  drawing  many  general  conclusions  until  he  becomes  thor- 
oughly familiar  with  the  history  of  railroad  aid  taxes,  and 
especially  the  history  of  public  debt  in  the  cities  and  other 
local  units  of  government. 


xrv 

THE  TAXATION  OF  MONEYS  AND  CREDITS 

The  revenue  act  passed  by  the  first  Legislative  Assembly 
of  the  Territory  of  Iowa  contains  no  direct  reference  to 
the  taxation  of  moneys  and  credits;  the  statute  merely 
provides  that  the  tax  levied  by  the  board  of  county  commis- 
sioners shall  include  "all  personal  property",  with  certain 
exceptions  thereinafter  enumerated.759  This  law  remained 
practically  unchanged  until  1844,  when  an  act  was  passed 
providing  that  when  personal  property  is  mortgaged  or 
pledged  it  shall  for  the  purpose  of  taxation  be  deemed  the 
property  of  the  person  who  has  the  possession,  and  that 
money  at  interest  and  stocks  in  any  corporation  or  associa- 
tion shall  be  considered  personal  property  and  taxed  "at 
their  true  value".760  In  1847  permission  was  legally  granted 
every  person  to  deduct  "the  amount  which  he  may  owe" 
from  his  moneys  and  credits  listed  for  taxation.761 

The  provisions  of  the  Code  of  1851  relative  to  the  taxa- 
tion of  moneys  and  credits  are  much  more  detailed  in  scope. 
They  contain  the  fundamental  outlines  of  the  tax  on  credits 
which  prevails  in  Iowa  at  the  present  time.  In  fact  more 
than  half  a  century  of  development  has  brought  but  few  im- 
portant changes  in  this  part  of  our  system  of  taxation.  The 
term  "credit"  is  defined  so  as  to  include  "every  claim  and 
demand  for  money,  labor,  or  other  valuable  thing,  and  every 
annuity  or  sum  of  money  receivable  at  stated  periods,  and 
all  money  in  property  of  any  kind  and  secured  by  deed, 
mortgage  or  otherwise".762  Pensions  from  the  United 
States,  however,  and  salaries  or  payments  for  services  ex- 
pected to  be  rendered  are  not  to  be  included.  It  is  further 
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provided  that  depreciated  bank  notes  and  depreciated 
stock  or  shares  in  corporations  or  companies  may  be  listed 
at  their  current  value  and  rate;  but  credits  shall  be  listed 
"at  such  sum  as  the  person  listing  them  believes  will  be 
received  or  can  be  collected;  and  annuities,  at  the  value 
which  the  person  listing  believes  them  to  be  worth  in 
money. '  '763 

The  following  section,  based  upon  the  law  of  1847,  pro- 
viding for  the  deduction  of  just  debts  stipulates  that  "in 
making  up  the  amount  of  money  and  credits  which  any  per- 
son is  required  to  list,  he  will  be  entitled  to  deduct  from 
their  gross  amount  the  amount  of  all  bona  fide  debts  owing 
by  him."764  All  debts  not  founded  on  actual  consideration 
or  which  do  not  represent  real  liabilities  are  not  held  to  be 
within  the  intent  of  this  section.  Finally,  no  person  is  en- 
titled to  a  deduction  on  account  of  any  obligation  given  as  a 
premium  to  an  insurance  company,  or  for  certain  other  pur- 
poses therein  enumerated.765 

These  provisions  are  incorporated  practically  verbatim 
in  the  Revision  of  I860.766  In  1870  an  act  was  passed  to  re- 
peal the  section  relative  to  the  deduction  of  debts,  to  pro- 
vide a  substitute  therefor,  and  to  prevent  fraud  in  assess- 
ments. The  new  act,  however,  leaves  the  former  section  un- 
changed save  for  the  addition  that  "no  person  shall  be  en- 
titled to  any  deduction  on  account  of  any  indebtedness  con- 
tracted for  the  purchase  of  United  States  bonds,  or  other 
non-taxable  property".767  Substantially  in  this  form  the 
provisions  relating  to  the  taxation  of  moneys  and  credits 
and  the  deduction  of  just  debts  therefrom  are  to  be  found  in 
the  Code  of  1873.™8 

From  1873  to  the  present  time  two  facts  stand  out  as  of 
chief  importance  in  an  historical  review  of  the  tax  on  mon- 
eys and  credits:  first,  that  the  whole  period  has  been  one  of 
constant  agitation;  and  second,  that  almost  nothing  in  the 
way  of  definite  reform  has  been  accomplished.  It  has  been 
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a  period  of  criticism  and  suggestion,  but  at  no  time  has  a 
definite  workable  program  been  developed.  The  deduction 
of  just  debts  from  the  gross  amount  of  moneys  and  credits 
listed,  how  to  encourage  reasonable  rates  of  interest,  the 
exemption  of  mortgages,  homestead  exemption,  and  finally 
the  total  exemption  of  all  moneys  and  credits  have  been  pre- 
sented from  time  to  time  and  more  or  less  carefully  con- 
sidered. 

In  1874  a  bill  was  introduced  in  the  Senate  relating  to  the 
exemption  of  property  from  taxation,  amending  section  814 
of  the  Code  by  striking  out  the  words  "amount  of  money 
and  credits"  and  inserting  in  lieu  thereof  the  words  "ag- 
gregate value  of  personal  property".  Senator  A.  Converse 
explained  that  the  amendment  was  to  protect  the  farmer  as 
well  as  the  banker.  In  his  judgment  "exemptions  should 
either  be  expunged  altogether  or  made  universal  in  their 
application".769  In  other  words,  if  deductions  for  just 
debts  are  to  be  made  from  the  "amount  of  money  and 
credits",  no  reason,  in  his  opinion,  existed  why  similar  de- 
ductions should  not  be  made  from  the  '  *  aggregate  value  of 
personal  property".  Senator  J.  P.  West  offered  an  amend- 
ment to  repeal  the  whole  section  relating  to  the  deduction  of 
debts.  Senator  G.  E.  Willett  was  opposed  to  both  the 
amendment  and  the  bill  itself.  On  being  put  to  a  vote,  the 
amendment  was  lost  and  the  bill  was  also  defeated.770 

In  1880  the  whole  subject  of  credit  taxation  and  the  de- 
duction of  debts  was  again  thoroughly  debated  in  the  Gen- 
eral Assembly.  A  number  of  bills  were  introduced,  one  of 
which  by  Senator  Pliny  Nichols  was  entitled,  "An  Act  to 
encourage  reasonable  rates  of  interest".771  This  bill  pro- 
vided that  all  mortgages  bearing  a  rate  of  interest  not  to 
exceed  six  per  cent  per  annum  should  be  exempt  from 
taxation.  In  order  to  make  the  measure  effective,  the  fol- 
lowing interesting  section  was  added:  "The  object  of 
this  act  being  to  secure  reasonable  rates  of  interest  to  the 
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mortgagor,  no  device  whatever  shall  be  allowed  to  defeat 
the  true  intent  of  this  act ;  but  all  commissions,  collection 
fees,  or  other  considerations  paid  in  advance,  or  other- 
wise, over  and  above  the  stipulated  maximum  rate  of  in- 
terest, as  herein  contemplated,  shall  be  construed  as  so 
much  paid  on  the  principal  or  body  of  the  mortgage,  contem- 
plated in  this  act.".772  Although  the  bill  was  not  passed, 
the  discussion  relative  thereto  is  indicative  of  the  state  of 
public  opinion  and  the  general  dissatisfaction  with  the  rev- 
enue system  at  that  time.  The  point  was  made  again  and 
again  that  to  tax  real  estate,  and  at  the  same  time  to  tax  the 
mortgage  that  derived  its  value  from  such  real  estate,  is  a 
form  of  double  taxation  which  the  laws  of  the  State  should 
not  permit.  It  was  also  held  that  the  law  governing  the  de- 
duction of  debts  was  grossly  unjust  to  the  farming  class. 
The  thought  of  the  time  on  these  and  closely  allied  questions 
is  well  stated  in  the  following  letter  to  the  Iowa  State  Reg- 
ister from  Pliny  Nichols,  author  of  the  bill  under  consider- 
ation : — 

Ed.  Register:  —  Evidently  the  only  equitable  rule  is  to  tax  the 
citizen  according  to  his  ability  to  pay.  But  how  to  do  this  even  ap- 
proximately is  a  problem  that  the  best  minds  in  the  country  are  try- 
ing to  solve,  but  which,  as  far  as  Iowa,  at  least,  is  concerned,  has 
not  as  yet  had  a  satisfactory  solution. 

For  instance,  if  Jones  has  five  thousand  dollars  deposited  in 
bank  we  tax  him  on  that  amount,  but  do  not  tax  the  bank  on  that 
deposit,  as  that  would  be  taxing  the  same  money  twice,  [.]  But  if 
Jones  loans  Smith  five  thousand  dollars  and  Smith  invests  it  in 
real  estate  or  any  other  property  save  credits,  we  would  in  such 
case  tax  Jones  on  Smith's  note  for  five  thousand,  and  Smith  also 
for  the  same  sum,  on  the  property  in  which  the  money  was  in- 
vested. This,  of  course,  would  be  taxing  the  same  money  twice,  and 
would  result  in  great  injustice  to  Smith,  in  this  that  he  is  paying 
Jones  interest  at  the  rate  of  8  per  cent  per  annum  on  the  money 
invested  in  the  property  taxed;  and  as  such  property  does  not 
on  an  average  yield  a  net  revenue  of  8  per  cent,  it  is  beyond  his 
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ability  to  pay  taxes  and  interest  too,  on  the  same  property.  Equity 
would  indicate  that  Jones  should  pay  taxes  on  Smith's  note,  and 
that  Smith  should  have  an  offset  or  exemption  to  that  amount ;  and 
the  only  excuse  for  taxing  Smith  on  the  property  for  which  he  is 
in  debt  is  that  the  State  must  have  something  to  tie  to  to  raise 
the  necessary  revenue  to  run  the  Government. 

Now  it  is  thought  by  many  that  the  most  feasible  way  to  obviate 
double  taxation  would  be  to  consider  the  mortagor  and  mortgagee 
joint  owners  for  the  purposes  of  taxation.  But  as  the  mortgagee 
is,  in  most  cases,  a  non-resident  of  the  State,  it  is  feared  by  some 
that  the  adoption  of  such  a  policy  would  have  a  tendency  to  drive 
capital  from  the  State,  and  hence  make  money  scarce  and  conse- 
quently dear,  resulting  in  greater  injury  to  the  borrower  than  tax- 
ing him  on  his  debts.  Then,  too,  there  is  said  to  be  a  decision  of  the 
Supreme  Court  that  stands  in  the  way  of  this  plan  of  relief. 

Such  being  the  situation,  perhaps  as  good  a  thing  as  can  be  done 
at  present,  looking  to  a  relief  to  the  debtor  for  the  injustice  done 
him  by  taxing  his  debts,  is  couched  in  House  file  No.  493.  This 
bill  provides  that  the  citizen  tax  payer  may  deduct  from  the  gross 
amount  of  his  assessable  property  all  mortgages,  notes  and  credits, 
which  run  for  six  months  or  more,  and  on  which  the  rate  of  interest 
does  not  exceed  six  per  cent,  per  annum.  This  will  virtually  re- 
quire the  creditor  to  pay  taxes  on  his  credits,  in  the  way  of  re- 
duced interest  to  the  borrower  before  he  can  avail  himself  of  the 
benefits  of  the  act,  and  would  be,  to  the  borrower,  a  virtual  offset, 
equal  to  the  amount  of  his  debts. 

United  States  notes  are  taken  at  a  low  rate  of  interest  because 
of  their  exemption  from  taxation.  Many  citizens  prefer  to  loan 
money  at  a  low  rate  of  interest  and  be  exempt  from  the  uncer- 
tainties and  perplexities  of  taxation,  to  loaning  at  a  high  rate  and 
be  subject  to  these  drawbacks.  Now  this  bill  enacted  into  a  law 
would  give  the  debtor  a  chance  to  go  into  the  market  with  a  non- 
taxable  security,  and  refund  his  indebtedness  at  a  rate  of  interest 
that  would  bring  it  within  his  ability  to  pay  taxes  on  the  property 
for  which  he  is  in  debt. 

This  would  be  only  just  to  the  debtor  as  he  is  held  for  the  taxes 
on  the  property  which  the  non-taxable  security  represents.  It 
would  be  but  just  to  the  creditor,  as  he  would  have  to  pay  taxes,  in 
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the  way  of  reduced  interest,  to  the  debtor.  And  it  would  be  just  to 
the  State,  as  it  collects  taxes  of  the  debtor  on  the  property  repre- 
sented by  the  credit,  and  if  it  got  anything  more  it  would  be  by 
double  taxation,  which  in  the  end  comes  off  of  the  debtor  and 
results  in  the  sacrifice  of  the  citizen. 

It  is  thought,  moreover,  that  this  plan  if  adopted,  would  invite 
foreign  capital  into  the  State,  and  result  in  a  material  reduction 
of  the  prevailing  rates  of  interest,  so  that  merchants,  manufactur- 
ers, and  farmers  would  be  able  to  pay  interest  and  taxes  on  the 
capital  they  are  under  the  necessity  of  hiring,  and  have  a  reasonable 
profit  left  as  a  reward  for  their  labor.773 

Other  letters  and  editorials  appeared  in  the  newspapers 
of  the  day.  One  writer  suggested  when  dealing  with  the 
subject  of  mortgage  taxation  that  "an  ounce  of  practical 
knowledge  is  worth  more  than  a  car  load  of  book  theory  un- 
tried."774 

While  the  bill  to  exempt  mortgages  from  taxation  under 
certain  conditions  was  defeated,  the  agitation  along  this  line 
did  result  in  the  enactment  of  a  law  to  relieve  manufactur- 
ers from  double  taxation.  Under  the  provisions  of  this 
act,  manufacturing  corporations  organized  for  pecuniary 
profit,  were  required  to  list  their  real  estate,  personal  prop- 
erty, and  moneys  and  credits  in  the  same  manner  as  individ- 
uals, all  machinery  being  regarded  as  real  estate.  Owners 
of  capital  stock  in  such  manufacturing  corporations,  thus 
listing  their  property,  were  exempt  from  assessment  and 
taxation.775 

The  Auditor  of  State  in  his  report  for  1881  devotes  con- 
siderable space  to  the  subject  of  assessment  —  especially  the 
assessment  of  personal  property  in  the  form  of  moneys  and 
credits.  Assessors  and  boards  of  supervisors,  he  says,  ig- 
nore the  plain  provisions  of  the  law,  the  result  being  that  a 
vast  amount  of  personal  property  escapes  its  just  share  of 
the  tax  burden.  If  present  laws  are  not  strong  enough  to 
search  out  the  hidden  treasures  of  wealth  in  the  form  of 
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bonds,  mortgages,  and  securities  of  various  kinds,  the  legis- 
lature should  enact  one.776  Such  was  the  opinion  of  the 
Auditor  who  held  that  the  revenue  laws  imposed  double 
taxation  upon  the  holder  of  real  estate  and  in  many  cases 
no  taxation  on  the  owners  of  moneys  and  credits.  The 
reader  will  be  interested  in  the  following  part  of  his  re- 
port: "The  theory  of  equal  taxation  of  all  property,  not 
exempt  by  law,  is  one  of  the  pillars  of  a  republican  form  of 
government.  Under  our  present  law  equality  does  not  ex- 
ist. To  illustrate :  A  buys  real  estate  and  gives  a  mortgage 
upon  the  purchased  premises  to  secure  deferred  payments, 
or  borrows  money  and  mortgages  his  home  to  secure  the 
payment;  he  is  not  permitted  to  deduct  his  indebtedness 
from  his  assessment.  B  loans  money  to  A  and  when  the  as- 
sessor attempts  to  list  his  'moneys  and  credits'  for  taxation, 
the  law  permits  him  to  deduct  what  he  owes  and  pay  on  the 
balance,  if  any.  B  may  thus  deduct  debts  owing  for  the  pur- 
chase of  real  estate  from  the  amount  loaned  to  others, 
while  A,  who  does  not  have  'moneys  and  credits'  must  pay 
upon  the  full  amount  of  his  real  estate  the  same  as  if  en- 
tirely paid  for.  Again,  the  provisions  of  the  law  are  such 
that  while  A  pays  his  full  proportion  of  tax  upon  the  real 
estate,  B,  who  holds  the  mortgage  given  by  A,  must  pay  up- 
on it  as  'moneys  and  credits'  provided  he  has  no  debts  with 
which  to  offset  the  amount.  In  the  one  illustration  there 
is  double  taxation,  and  in  the  other  none  at  all.  In  either 
case  equal  taxation  does  not  obtain.  I  believe  the  law  should 
be  so  amended  as  to  remedy  the  contradiction  between  the 
doctrine  of  equal  taxation  and  the  fact  as  practiced  un- 
der the  law".7" 

Nothing,  however,  was  accomplished,  and  the  agitation 
continued.  In  1884  Senator  F.  A.  Duncan  introduced  a 
bill,  having  for  its  object  the  relief  of  real  estate  from 
double  taxation  and  the  taxation  of  mortgages  to  a  certain 
extent  as  real  estate.778  The  nature  and  purpose  of  this  im- 
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portant  bill  is  clearly  explained  in  an  editorial  on  "  Double 
Taxation"  appearing  in  the  Iowa  State  Register. 

"The  bill  provides",  writes  the  editor,  "that  when  any 
person  has  an  interest  in  real  estate  as  a  holder  of  a  mort- 
gage, hereafter  mad£  or  hereafter  extended,  or  not  yet  due 
and  now  subsisting,  given  to  secure  the  payment  of  money, 
the  amount  of  which  is  fixed  and  certain,  and  which  has  been 
duly  recorded,  the  amount  of  said  person's  interests  as 
mortgagee  shall  be  assessed  to  said  mortgagee  as  real  estate 
in  the  city,  town  or  township  where  the  land  lies,  and  the 
mortgagor  shall  be  assessed  only  for  the  value  of  said  real 
estate  after  deducting  the  mortgagee's  interests  therein. 
Mortgagors  and  mortgagees  before  referred  to  are  for  the 
purpose  of  taxation  to  be  deemed  joint  owners  until  the 
first  or  any  other  mortgagee  acquires  possession  by  fore- 
closure and  sale;  who  is  then  to  be  deemed  sole  owner :  any 
mortgagee  other  than  the  first,  or  any  other  in  possession, 
as  aforesaid,  is  to  be  deemed  joint  owner  with  prior  or  other 
mortgagees.  All  taxes  assessed  under  the  proposed  act  are 
to  be  a  lien  upon  the  land  and  improvements  thereon.  A 
section  is  added  providing  that  when  any  part  of  the  taxes 
duly  assessed  upon  real  estate  under  the  provisions  of  the 
proposed  act  shall  remain  unpaid  on  the  first  day  of  Feb- 
ruary next  ensuing  after  the  same  has  been  assessed,  either 
party  may  pay  the  same ;  and,  if  paid  by  any  mortgagee,  the 
mortgagee  so  paying  to  take  from  the  treasurer  the  ordi- 
nary tax  receipt  by  law  required  to  be  given  to  taxpayers, 
with  a  note  of  reference  on  the  receipt  and  on  the  tax  record 
to  the  mortgaged  deed ;  such  sums  so  paid  for  taxes  other 
than  those  assessed  to  himself,  with  costs,  penalty  and  inter- 
est, to  be  added  to  and  constitute  a  part  of  the  principal  sum 
of  the  mortgage ;  and  in  such  case  the  payment  of  such  taxes, 
with  the  said  note  of  reference  on  the  said  tax  record,  is 
to  be  notice  to  all  persons  of  the  sums  so  paid  other  than 
those  assessed  to  himself  and  of  the  lien  thus  created  upon 
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the  estate.  When  taxes  so  assessed  to  any  mortgagee  have 
been  paid  by  the  mortgagor,  or  those  claiming  under  him, 
to  either  the  treasurer  or  mortgagee  paying  the  same,  such 
mortgagor  is  to  have  the  right  to  deduct  the  sum  so  paid, 
with  the  costs,  penalty,  and  interest  thereon,  from  the 
amount  of  the  mortgage  due  the  mortgagee  to  whom  said 
taxes  were  assessed. 

"Loans  on  mortgage  of  real  estate  within  this  State  as- 
sessed under  the  proposed  act  as  real  estate  are  to  be  ex- 
empt from  taxation  as  personal  property  to  the  amount  they 
are  assessed  as  realty.  Mortgagors  are  prohibited  from  de- 
ducting from  their  moneys  and  credits  required  to  be  listed, 
the  amount  of  any  mortgage  debt  executed  by  them  except 
to  the  extent  that  such  mortgages  exceed  the  value  of  the 
real  estate  mortgaged. 

"Any  mortgagee's  real  estate  interest  contemplated  by 
the  bill  is  not  to  be  changed  by  the  State  Board  of  Equaliza- 
tion. It  is  to  be  made  the  duty  of  the  Assessor  under 
proper  penalties  to  carefully  inquire  of  each  tax  payer 
whether  he  has  a  mortgagee's  real  estate  interest  as  de- 
nned in  the  bill  in  any  real  estate,  or  whether  he  is  a  mort- 
gagor. 

"City,  town  and  townshiy  [p]  boards  of  equalization  are 
authorized  to  correct  any  erroneous  or  irregular  assess- 
ments under  the  proposed  law.  To  carry  out  the  provisions 
of  the  bill  assessors  are  required  to  make  the  inquiries, 
above  provided,  annually. 

"The  purpose  of  the  bill  is  obvious,  and  is  explained  by 
the  title.  The  injustice  in  the  present  system  is  apparent 
in  cases  where  real  estate  is  mortgaged  for  the  purchase 
price,  and  while  the  mortgage  is  assessed  to  the  mortgagee 
as  moneys  and  credits,  the  land  is  also  assessed  to  the 
mortgagor  at  its  full  value."779 

A  careful  reading  of  this  editorial  reveals  a  definite  pur- 
pose and  a  comprehensive  plan  on  the  part  of  the  author 
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of  the  bill.  Mortgages  are  to  be  taxed  as  real  estate  in  the 
the  city,  town  or  township  where  the  land  is  located.  The 
mortgagor  is  to  be  taxed  on  the  amount  of  the  real  estate  af- 
ter deducting  the  mortgagee's  interest  therein.  In  other 
words  the  bill  recognizes  the  economic  doctrine  of  joint  own- 
ership in  the  real  estate  and  endeavors  to  construct  a  rev- 
enue system  on  this  basis.  The  same  general  plan  is  now 
followed  by  Wisconsin  and  California.780 

With  the  defeat  of  this  bill  the  struggle  was  resumed,  but 
in  another  form.  Two  years  later  a  bill  was  introduced  in 
the  House,  which  provided  for  inserting  the  words  "  assess- 
able property"  in  lieu  of  the  words  "amount  of  money  or 
credits"  in  section  814  of  the  Code.  This  was  a  radical 
proposal  and  meant  that  the  amount  of  one's  just  debts 
could  be  deducted  from  all  forms  of  his  assessable  property. 

Mr.  G.  W.  Schee  went  to  the  other  extreme  and  offered  an 
amendment  repealing  Section  814  of  the  Code.  This,  he 
said,  would  prevent  any  deductions  and  thus  place  ''mon- 
eyed men  on  the  same  footing  as  farmers".781  Both  plans, 
however,  were  rejected  by  the  General  Assembly. 

In  the  Senate  a  different  plan  of  reform  was  suggested. 
Senator  B.  M.  Hutchinson  introduced  a  bill,  the  primary  ob- 
ject of  which  was  to  correct  the  unequal  taxation  of  dif- 
ferent classes  of  property  and  secure  a  more  accurate,  defi- 
nite, and  specific  manner  of  securing  the  listing  of  moneys 
and  credits.782  His  program  of  reform  included,  first,  the 
improvement  of  the  general  machinery  of  assessment,  and 
second,  the  equalization  of  personal  property  in  the  same 
manner  as  real  estate.  One  is  interested  in,  if  not  amused 
by,  the  following  hopeful  estimate  of  the  bill :  —  "  Thus  the 
State  Board  of  Equalization  will  have  the  right,  and  it  is 
made  their  duty  to  see  that  property,  real  and  personal,  is 
assessed  at  a  uniform  valuation  throughout  the  State. 
Should  this  bill  pass  it  will  gain  an  assessment  of  $60,000,000 
of  property  now  escaping  taxation,  and  wj.ll  make  a  less 
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burden  of  taxation  on  every  taxpayer  in  Iowa.  It  will  es- 
pecially protect  the  honest  man,  and  go  a  great  way  toward 
reaching  the  property  of  the  man  who  does  not  now  honestly 
give  in  his  property".783 

Little  was  accomplished  during  the  following  two  ses- 
sions of  the  General  Assembly.  A  few  bills  were  introduced 
and  some  sporadic  discussions  continued.  About  1890,  how- 
ever, when  times  became  hard  and  money  scarce,  the  whole 
question  of  tax  reform  was  again  brought  to  the  front.  The 
immediate  result  was  the  appointment  of  a  Eevenue  Com- 
mission in  1892.784  In  the  report  filed  by  this  Commission 
under  date  of  July  1,  1893,  much  space  is  given  to  the  sub- 
ject of  mortgage  taxation.  Among  the  first  suggestions 
made  to  the  Commission  was  that  of  taxing  the  mortgage  as 
an  interest  in  real  estate  and  making  a  corresponding  ex- 
emption in  favor  of  the  mortgagor.  The  members  of  the 
Commission,  however,  were  unanimous  in  their  opinion 
that  such  a  measure  would  be  "unwise  and  illogical,  and 
moreover  unsatisfactory  to  those  urging  the  change  and 
damaging  to  the  interests  whose  benefit  is  contemplated 
thereby".785 

A  number  of  reasons  are  given  to  sustain  this  view.  It  is 
held,  first,  that  the  assessment  of  all  realty  forms  an  essen- 
tially just  mode  of  taxation,  and  that  it  is  unwise  to  with- 
draw any  part  of  it  from  the  tax  list  merely  because  said 
portion  secures  an  indebtedness.  The  argument  is  also 
advanced  that  the  proposed  plan  would  entirely  exempt  real 
estate  encumbered  by  mortgages  dated  prior  to  the  passage 
of  the  bill,  for  the  reason  that  any  law  taxing  mortgages 
already  made  and  recorded  would  be  an  impairment  of  the 
obligation  of  contracts  and  would  therefore  be  unconstitu- 
tional and  void.  In  this  connection  the  Commission  says 
that  "the  effect,  therefore,  of  adopting  the  measure  would, 
as  to  existing  contracts,  be  simply  to  release  mortgaged 
realty,  to  the  extent  of  incurnbrance,  from  all  taxation".786 
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Furthermore  it  is  alleged  that  in  the  case  of  contracts 
made  after  the  adoption  of  such  a  measure,  the  effect  would 
be  to  compel  borrowers  to  pay  higher  rates  of  interest. 
Thus,  in  the  case  of  either  past  or  future  contracts  the 
burdened  holders  of  property  would  receive  no  relief. 
Again  the  argument  is  advanced  that  no  special  reason  ex- 
ists why  the  foreign  holder  of  Iowa  mortgages  should  be 
taxed  and  the  farmer  exempted,  any  more  than  the  whole- 
sale merchant  in  the  East  should  be  taxed  for  the  amount 
due  him  from  the  local  merchant,  and  a  corresponding  ex- 
emption made  to  such  local  merchant.  The  claim  is  also 
made  that  such  a  measure  "would  open  the  door  to  the 
creation  of  all  manner  of  contingent  if  not  fictitious  in- 
debtedness".787 And  finally,  it  is  contended  that  the  man 
doing  business  largely  upon  borrowed  capital,  if  allowed 
to  deduct  his  indebtedness,  would  have  a  decided  advan- 
tage, in  the  matter  of  taxation,  over  his  competitor  doing 
business  upon  his  own  capital.  The  idea  of  extending  the 
principle  of  deductions  did  not  appeal  to  the  commissioners. 
In  fact,  they  recommended  the  plan  * '  of  prohibiting  any  de- 
duction whatever  on  account  of  indebtedness."788 

The  bill  prepared  by  the  Commission  contains  elaborate 
provisions  relative  to  the  taxation  of  moneys  and  credits. 
The  definition  of  the  term  credit  remains  much  the  same 
and  the  plan  of  listing  is  outlined  much  as  in  former  acts. 
It  is  provided  that  money  and  ordinary  credit  instruments 
shall  be  listed  at  the  domicile  of  the  owner,  and  all  other 
personal  property  where  it  is  kept  the  greater  portion  of 
the  time.  Certain  credits  are  to  be  assessed  at  "full  face 
value"  and  other  forms  at  "their  actual  cash  value",  the 
person  making  the  list  being  required  to  file  a  sworn  state- 
ment. 

The  report  of  the  Commission,  as  already  noted,  was  re- 
jected by  the  General  Assembly.789  The  arguments  therein 
presented  relative  to  the  taxation  of  moneys  and  credits 
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as.  above  outlined  are  for  the  most  part  crude  and  super- 
ficial. They  might  better  be  called  a  series  of  popular 
opinions  or  impressions  rather  than  arguments.  The 
careful  reader  does  not  need  to  be  reminded  that  the  law 
as  it  now  stands,  and  as  it  was  then  in  force,  presumes  that 
credits  shall  be  taxed  the  same  as  other  property.  The  fact 
that  they  evade  taxation  is  not  pertinent  to  the  particular 
questions  considered  by  the  Commission.  They  are  sup- 
posed to  bear  their  just  share  of  the  public  burdens  and  that 
is  all  that  is  contemplated  by  the  plan  of  taxing  mortgages 
as  an  interest  in  real  estate.  On  the  one  hand,  the  Com- 
mission tacitly  assumes  that  credits  evade  taxation,  and  that 
if  you  tax  them  certain  dire  consequences  are  sure  to  fol- 
low; while  on  the  other  hand,  the  taxation  of  credits  is  rec- 
ommended and  in  fact  incorporated  in  the  bill,  and  in  ad- 
dition to  this  all  deductions  for  debts  are  to  be  prohibited.790 
The  reader  may  be  able  to  harmonize  these  inconsistencies. 

The  truth  is  that  two  possible  results  may  follow  a  sys- 
tem of  taxing  mortgages  as  an  interest  in  real  estate :  first, 
the  tax  may  be  assumed  and  paid  by  the  mortgagor,  in 
which  case  the  mortgagee  is  entirely  exempt;  and  second, 
the  tax  may  be  paid  by  the  mortgagee  as  contemplated  by 
both  the  spirit  and  the  letter  of  Iowa  laws.  In  the  former 
case  interest  rates  would  tend  to  be  reduced,  and  in  the  lat- 
ter we  would  merely  be  enforcing  existing  laws  in  the  case 
of  securities  held  within  the  State.  From  both  standpoints 
the  reasoning  of  the  Commission  is  careless,  and  therefore 
its  conclusions  are  almost  entirely  void  of  scientific  founda- 
tion.791 

In  1896  the  question  of  how  to  place  moneys  and  credits 
on  the  assessment  roll  was  again  taken  up  for  consideration. 
It  was  the  same  old  story  told  in  much  the  same  way.  Aud- 
itor of  State  C.  G.  McCarthy,  who  in  1893  had  said  that  the 
recommendations  of  the  Tax  Commission  relating  to  the 
assessment  of  real  estate  and  personal  property  at  its  true 
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cash  value  are  " valuable,  timely,  just  and  wise",792  writes 
in  1895  concerning  the  action  of  the  General  Assembly  that 
he  is  "inclined  to  the  opinion  that  future  generations  will 
continue  to  ask  why  the  great  state  of  Iowa  has  such  a  small 
valuation,  and  such  an  enforced  high  rate  of  taxation,  and 
the  stranger  within  our  borders  will  continue  to  compare 
us  unfavorably  with  other  states  that  are  not  the  peers  of 
our  own  state. ' ' 793  Nothing,  however,  was  accomplished 
and  when  the  Twenty-sixth  General  Assembly  met  in  special 
session  to  enact  the  Code  of  1,897  the  fundamental  outline 
of  the  system  of  taxing  moneys  and  credits  was  left  sub- 
stantially the  same. 

The  definition  of  the  term  "credits"  and  the  method  of 
their  assessment  have  changed  only  from  a  verbal  stand- 
point since  1851  —  and,  in  fact,  since  the  Territorial  period 
of  our  government.  Eegarding  the  assessment  of  credits, 
the  Code  of  1851,  the  Revision  of  1860,  and  Code  of  1873  are 
literally  the  same.  Certain  credits  are  to  be  assessed  at 
their  * '  cash  value ' ',  others  ' '  at  such  sum  as  the  person  list- 
ing them  believes  will  be  received  or  can  be  collected  there- 
on", and  annuities  at  their  worth  in  money.794  In  the  Code 
of  1897  the  term  "actual  value"  appears  with  the  additional 
proviso,  that  the  assessment  shall  be  made  at  "twenty-five 
per  cent,  of  such  actual  value '  '.795  The  provision  regarding 
the  deduction  of  debts  is  also  reincorporated  with  but  slight 
verbal  changes.796  The  section  defining  the  place  of  listing 
is  perhaps  more  carefully  worded.  Moneys  and  credits 
are  to  be  assessed  at  the  domicile  of  the  owner,  "except  as 
otherwise  provided",  and  other  personal  property  where 
it  is  kept  "the  greater  part  of  the  year  preceding  the  first 
of  January".797  We  may  truthfully  conclude,  however,  that 
half  a  century  of  time  has  brought  little  or  no  real  changes 
in  our  system  of  taxing  the  various  forms  of  credit  instru- 
ments. 

When  the  General  Assembly  met  in  1898  dissatisfaction 
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had  increased.  Demands  for  reform  became  more  urgent. 
A  new  crop  of  bills  soon  appeared.  Several  distinct  plans 
were  offered ;  but  again,  as  in  former  years,  no  one  definite 
program  of  reform  was  carefully  worked  out.  Mr.  F.  Hink- 
son  introduced  a  bill  to  repeal  the  section  authorizing  the 
deduction  of  debts  from  moneys  and  credits  otherwise  sub- 
ject to  taxation.798  Mr.  S.  B.  Powers  introduced  a  bill  ex- 
actly the  opposite  in  character,799  providing  that  the  mort- 
gagor or  lessor  be  permitted  to  deduct  from  the  actual  value 
of  their  property  the  gross  amount  of  just  debts  in  the  same 
manner  and  under  the  same  restrictions  as  persons  listing 
ordinary  moneys  or  credits.  This  bill  further  provided  that 
"All  mortgages  on  real  estate  shall  be  listed  by  the  mort- 
gagor in  the  manner  provided  by  section  1316  of  the  code 
for  listing  property  belonging  to  another,  but  shall  be  taxed 
to  the  mortgagee  as  an  interest  in  real  estate".800  Finally, 
it  is  stipulated  that  the  tax,  if  paid  by  the  mortgagor,  shall 
apply  in  liquidation  of  the  debt.  In  other  words,  two  pro- 
grams opposite  in  character,  were  advocated  for  the  reali- 
zation of  the  same  reform. 

Other  proposals  were  made ;  but  the  bill  which  proved  to 
be  the  storm  center  of  the  session  was  introduced  by  Mr. 
Penick.801  This  bill  provided  that  the  full  amount  of  bona 
fide  mortgages  and  other  liens  should  be  deducted  from  the 
assessed  value  of  all  property  "  except  the  property  of  cor- 
porations. ' '  In  this  bill  provision  is  also  made  that  the  les- 
sor or  mortgagor  may  pay  the  tax  and  apply  the  same  in 
liquidation  of  the  debt.802 

Space  will  not  permit  a  detailed  presentation  of  the  de- 
bates on  this  bill.  They  consisted  for  the  most  part  of  ar- 
guments already  noted.  The  chief  purpose  of  the  measure 
was  to  tax  the  foreign  lender  of  money  secured  largely  by 
mortgages  on  Iowa  farm  property.  Mr.  Penick  was  met 
at  the  very  beginning  of  the  discussion  with  the  claim  that 
similar  bills  had  been  introduced  again  and  again  and  as 
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many  times  defeated.803  Many  members  who  spoke  in  op- 
position conceded  that  the  principles  embodied  in  the  bill 
were  equitable,  and  that  legislation  along  the  lines  sug- 
gested was  desirable,  but  they  thought  that  the  methods 
therein  outlined  were  open  to  criticism.  In  closing  the  de- 
bate in  favor  of  the  minority  report  which  had  been  filed 
by  the  committee,  the  author  of  the  measure  admitted  that 
it  might  not  be  perfect  in  detail  but  claimed  that  it  would 
produce  a  more  just  and  equitable  system  of  taxation.804 

The  bill  was  sent  to  the  Committee  on  Judiciary  for  re- 
consideration,805 and  a  substitute  reported  with  the  recom- 
mendation that  the  same  do  pass.806  An  amendment  to  limit 
the  assessment  of  mortgages  to  twenty-five  per  cent  of  their 
value  rather  than  at  their  actual  value  was  made.  Other 
amendments  were  presented.  At  this  time  the  whole  ques- 
tion of  the  deduction  of  debts  provided  for  in  the  Hinkson 
bill807  became  involved  in  the  controversy.  It  soon  became 
impossible  to  consider  any  tax  bill  on  its  merits.  The  House 
refused  to  pass  the  bill  which  provided  for  the  deduction 
of  just  debts  for  personal  preperty  other  than  moneys  and 
credits,  because  it  would  reduce  the  revenue;  and  yet  the 
same  House  refused  to  repeal  the  section  granting  similar 
deductions  from  money  and  credits  which  it  was  claimed 
would  greatly  increase  the  revenue.808  To  Mr.  Hinkson  and 
other  members  this  seemed  a  grave  injustice,  and  much 
feeling  was  shown  in  the  debates.809 

In  this  medley  of  varied  ideas  and  conflicting  policies, 
the  Penick  mortgage  tax  bill  was  assailed  by  numerous  in- 
terests and  factions.  It  was  dubbed  "populistic",  and 
regret  was  expressed  in  some  quarters  that  so  radical  and 
extreme  a  measure  had  even  been  introduced  in  an  Iowa 
legislature.  Under  the  caption  of  "A  Populistic  Mortgage 
Bill"  the  Iowa  State  Register  objected  (1)  that  you  can- 
not reach  the  mortgage  held  outside  of  the  state  for  tax- 
ation in  the  state;  (2)  that  if  you  do  reach  tjiem  the  amount 
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of  the  tax  will  be  added  to  the  interest  rate;  (3)  that  if  the 
Penick  bill  is  passed  the  average  rate  of  interest  may  go 
back  to  seven  per  cent  instead  of  going  down  to  five  per  cent 
as  is  now  the  tendency;  (4)  that  it  would  promote  the  mort- 
gaging of  property  to  escape  taxation  and  thus  injure  the 
reputation  of  the  State  for  thrift;  and  (5)  that  mortgages 
held  by  parties  in  Iowa  are  already  taxable  and  that  there 
are  constitutional  difficulties  in  the  way  of  taxing  mortgages 
held  outside  of  the  State.810 

These  objections  may  be  briefly  paraphrased  by  saying 
that  for  all  practical  purposes  mortgages  may  be  considered 
as  escaping  taxation;  and  if  you  devise  a  plan  actually 
to  impose  fiscal  burdens  upon  them,  the  tax  will  be  added  to 
the  interest  rate.  It  would  be  difficult  to  make  a  stronger 
statement  in  favor  of  the  complete  exemption  of  mortgages 
from  taxation. 

In  the  Senate  a  similar  contest  was  being  waged.  Senator 
J.  E.  Gorrell  introduced  a  bill  providing  that  mortgages 
on  real  estate  be  deducted  from  the  value  of  the  real 
estate  and  that  the  tax  on  mortgages  be  paid  by  the  owner 
of  such  securities.  He  opposed  the  deduction  of  debts  from 
moneys  and  credits,  unless  a  similar  deduction  was  made 
from  real  estate.  * '  If  you  will  open  the  code  at  page  460, ' ' 
he  argued,  "you  will  note  on  the  left  hand  section  1311,  and 
on  the  right,  section  1312.  Both  sections  relate  to  the  list- 
ing and  assessment  of  property  for  taxation.  It  would  be 
difficult  to  conceive  of  a  more  glaring  instance  of  down- 
right injustice  than  is  here  presented.  For  the  purpose  of 
bringing  out  the  manifest  iniquity  of  these  provisions  of 
law,  I  will  assemble  a  group  of  three  persons  —  neighbors. 
One  a  tax  assessor,  the  second  a  money  leaner  and  the 
third  a  brawny  young  farmer.  The  assessor  has  entered 
upon  his  official  duties.  The  capitalist  is  asked  to  list  his 
moneys  and  credits.  He  does  so,  but  remarks  that  he  is  in 
good  faith  indebted  in  a  sum  equal  to  one-half  of  the  total  he 


TAXATION  OF   MONEYS   AND   CREDITS  299 

has  named.  The  assessor  at  once  calls  his  attention  to  sec- 
tion 1311,  which  was  enacted  expressly  for  his  protection. 
He  informs  the  gentleman  that  the  state  will  not  oppress 
him  by  compelling  him  to  pay  taxes  upon  his  indebtedness. 
That  it  would  be  unjust  and  a  manifest  bar  to  enterprise. 
The  assessor  kindly  reads  the  section  in  the  hearing  of  the 
two  gentlemen.  The  deduction  is  made.  In  turn  the  sturdy 
young  farmer  is  requested  to  list  his  property.  He  repeats 
to  the  assessor  the  meets  and  bounds  of  his  eighty  acre 
farm.  He  tells  him  that  he  recently  bought  it,  paid  half 
down,  and  that  there  is  a  mortgage  upon  it  for  half  its 
value.  The  assessor  smiles,  shakes  his  head  and  says  noth- 
ing. The  young  man  asks  if  there  is  not  a  section  of  law 
which  protects  him  as  completely  as  section  1311  did  his 
neighbor,  the  banker.  The  obliging  official  then  reads  to 
him  section  1312,  which  grimly  provides  that  real  estate 
shall  be  listed  by  and  taxed  to  the  mortgagor.  'Can  I  not 
deduct  the  amount  of  the  mortgage?'  asks  the  young  man. 
'No,  there  are  no  deductions  in  your  case.'  'Why  am  I  dis- 
criminated against?'  exclaims  the  young  farmer.  The  as- 
sessor replies,  'I  do  not  know,  unless  it  is  that  the  gentle- 
men who  own  moneys  and  credits  have  been  looking  after 
their  own  interests  while  you  men  who  till  the  soil  have  not 
been  so  doing.'  "811 

Such  was  the  history  of  tax  reform  in  the  strenuous  ses- 
sion of  1898.  It  would  be  difficult  to  find  a  scheme  that  was 
not  advocated  by  some  one  at  that  time.  The  taxation  of 
mortgages  as  an  interest  in  real  estate,  the  repeal  of  the 
section  granting  the  deduction  of  just  debts  from  moneys 
and  credits,  the  opposite  policy  of  extending  the  principle 
of  deduction  to  practically  all  classes  of  assessable  prop- 
erty, these  and  numerous  other  plans  were  presented  and 
considered.  The  Penick  bill,  after  meeting  all  the  obstacles 
of  parliamentary  usage  and  committee  etiquette,  was 
finally  passed  in  the  House,812  only  to  be  defeated  in  the 
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Senate  at  the  close  of  the  session.813  After  three  months 
of  almost  constant  debate,  the  General  Assembly  adjourned 
with  little  accomplished,  leaving  the  State  of  Iowa  practi- 
cally as  far  removed  as  before  from  the  goal  of  real  tax 
reform. 

During  the  decade  following  1898  the  principal  thing 
accomplished  along  the  line  of  taxing  moneys  and  credits 
was  the  enactment  of  the  tax  ferret  law  in  1900.  This  law 
forms  the  subject  matter  of  a  subsequent  chapter  and  will 
there  be  treated  as  a  part  of  the  general  topic  now  under 
consideration.  Such  questions  as  primary  elections,  two  cent 
fares,  anti-pass  legislation,  and  the  tariff  have  engaged  the 
public  mind  and  postponed  much  needed  reforms  in  the 
revenue  system.  The  last  General  Assembly  (1909),  how- 
ever, resumed  serious  consideration  of  the  problem  of  tax- 
ing moneys  and  credits.  Governor  Garst  in  his  message 
of  January,  1909,  pointed  out  that  *  *  a  number  of  states  have 
enacted  laws  requiring  mortgages  to  pay  a  small  recording 
fee  in  lieu  of  all  other  taxes,  with  the  result  that  while  they 
have  received  substantially  as  much  revenue,  the  burdens 
fall  more  equally  upon  the  holders  of  this  class  of  property. 
It  is  well  known  that  mortgages  of  all  kinds  and  character 
pay  but  a  ludicrously  small  tax,  and  the  tax  that  is  paid 
is  generally  from  those  who  should  not  have  the  burden 
placed  upon  them.  ...  I  would  recommend",  he  said, 
"that  you  place  upon  the  statute  books  a  law  requiring 
that  all  mortgages  recorded  shall  pay  a  fee  of  one  half  of 
one  per  cent  in  excess  of  the  regular  recording  fee  as  now 
provided".814 

Numerous  bills  were  introduced.  One  by  Mr.  I.  T.  Dab- 
ney  provided  for  the  repeal  of  section  1311  of  the  Code 
relating  to  the  deduction  of  debts  from  the  assessment  of 
moneys  and  credits.815  A  second  bill,  introduced  by  Mr. 
E.  J.  Sankey,  was  quite  the  opposite  in  character,  provid- 
ing for  the  deduction  of  real  estate  mortgages  from  the  as- 
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sessed  cash  value  of  such  real  estate  for  the  purpose  of 
taxation.816  The  purpose  of  this  bill  was  to  require  owners 
of  real  estate  to  pay  taxes  on  all  their  equity  in  said  real 
estate,  and  no  more.  A  third  and  more  important  bill  was 
presented  by  Mr.  G.  C.  Calkins.817  It  provided  for  taxing 
mortgages  as  an  interest  in  real  estate,  it  being  stipulated 
that  the  "  combined  value  of  the  mortgagee  and  mort- 
gagor shall  not  exceed  the  just  valuation  which  should  be 
placed  upon  the  mortgaged  real  estate  if  unincumbered".818 
In  case  the  tax  was  paid  by  the  mortgagor,  the  same  was  to 
apply  in  liquidation  of  the  debt.  Although  this  bill  received 
but  scant  attention  during  the  session,  it  possessed  much 
merit  and  is  worthy  of  careful  study. 

Two  other  bills  were  introduced  in  the  House,  one  by 
Mr.  W.  P.  Dawson,819  and  the  other  by  Mr.  G.  E.  Ward.820 
The  former  provided  that  "a  mortgage,  deed  of  trust,  con- 
tract, bill  of  sale,  or  other  obligation,  whereby  land,  real 
estate  or  real  property  situated  in  no  more  than  one  (1) 
county  in  this  State,  is  made  security  for  the  payment  of  a 
debt,  together  with  such  debt  shall,  for  the  purpose  of  tax- 
ation, be  deemed  and  treated  as  land,  real  estate  or  real 
property."  The  bill  further  stipulated  that  said  securities 
shall  be  taxed  to  the  owners  thereof  "in  the  county,  or  State, 
in  which  the  land,  real  estate  or  real  property  affected  by 
such  security  is  situated".  In  other  words,  credits  are  to 
be  taxed,  not  at  the  domicile  of  the  owner,  but  at  the  place 
where  the  real  estate  is  located,  a  feature  of  the  Dawson 
bill  already  familiar  to  the  reader.  In  fact  the  bills  thus 
far  outlined  represent  ideas  about  credit  taxation  which 
bad  been  before  the  public  almost  constantly  from  1875  to 
1900  and  which  even  date  back  to  the  Territorial  period. 

The  bill,  however,  introduced  in  the  House  by  G.  E.  Ward 
and  in  the  Senate  by  B.  Hunter  (both  of  Woodbury  County) 
and  framed  along  the  lines  recommenced  by  Governor 
Garst  was  a  slight  departure  from  ancient  methods  of  pro- 
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cedure.  It  provided  for  a  recording  fee  of  fifty  cents  "upon 
each  hundred  dollars  or  a  major  fraction  thereof,  of  the 
principal  debt  or  obligation  which  is,  or  in  any  contingency 
may  be,  secured  by  any  mortgage  of  real  property  situated 
•within  the  State,  which  mortgage  is  recorded  or  registered 
on  or  after  April  30,  1909."  Mortgages  paying  such  fee 
were  to  be  exempt  from  all  other  taxes.  Certain  conditions 
and  exceptions,  however,  are  stipulated  in  the  bill.821 

In  the  House  of  Representatives  Mr.  Ward  made  a  long 
and  able  struggle  in  behalf  of  his  measure.  The  chief  ar- 
guments advanced  in  favor  of  the  recording  fee  system 
were:  first,  that  large  amounts  of  capital  now  leaving  the 
State  would  remain  and  be  invested;  second,  that  in- 
terest rates  would  be  materially  reduced;  and  finally,  that 
as  much  and  perhaps  more  revenue  would  be  raised  than 
is  now  secured  under  existing  laws.  It  was  further  argued 
with  much  force  that  under  the  present  system  only  a  small 
portion  of  the  mortgages  are  actually  taxed;  that  the  pro- 
posed measure  would  remedy  the  double  taxation  existing 
under  the  present  law;  and  that  the  system  now  in  vogue 
places  a  premium  on  fraud  and  perjury.  Reference  was 
made  to  the  success  of  the  system  in  Minnesota  and  espe- 
cially in  New  York,  where  revenue  had  materially  increased 
and  interest  rates  decreased. 

The  leading  arguments  used  against  the  bill  were:  first, 
that  it  would  mean  the  establishment  of  a  dual  system  of 
taxing  credits,  a  lower  rate  being  levied  on  mortgages; 
second,  that  it  was  a  recognized  step  toward  the  complete 
exemption  of  credits  from  taxation ;  and  third,  that  the  men 
holding  credits,  the  money  lenders,  are  the  best  able  to  bear 
their  share  of  the  public  burdens,  an  argument  always  used 
with  telling  effect. 

The  Iowa  Tax  Ferrets  Association  opposed  Mr.  Ward's 
bill,  and  in  fact  prepared  a  pamphlet  in  which  they  declared 
that  "we  frankly  admit  that  the  proposed  bill  would  elimi- 
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nate  the  tax  ferret,  and  that  members  of  this  association 
have  a  personal  interest  in  the  proposed  legislation;  BUT 

FOR  EVERY  FIFTEEN  CENTS  OF  INTEREST  THE  TAX  FERRET  HAS  IN 
THE  PROPOSED  BILL,  THE  MONEY  LOANER  HAS  EIGHTY-FIVE  CENTS, 
WHICH  EIGHTY-FIVE  CENTS  BELONGS  TO  THE  PUBLIC  REV- 
ENUES."822 The  argument  is  used  that  the  proposed  bill 
would  benefit  only  a  small  per  cent  of  money  lenders,  while 
heavier  burdens  would  be  imposed  on  the  " ninety-five  per 
cent  class  of  tax  payers".  Other  objections  were  pointed 
out  —  especially  the  claim  that  the  bill  would  establish  a 
dual  system  of  credit  taxation. 

It  is  further  alleged  that  under  the  proposed  bill  revenue 
would  materially  decrease  as  compared  with  the  present 
system,  and  elaborate  tables  of  statistics  are  presented  in 
behalf  of  this  contention.  Finally,  data  was  prepared  for 
a  number  of  counties  showing  the  increased  rate  on  other 
taxable  property  that  would  be  necessary  in  order  to  make 
up  for  loss  of  revenue  under  the  mortgage  registration 
plan.823  After  much  delay  and  in  the  presence  of  great  op- 
position the  bill  was  reported  out  of  the  committee  with 
amendments.824  It  was  ably  supported  on  the  floor,  and 
although  defeated  by  a  fairly  decisive  vote,825  it  developed 
enough  strength  to  indicate  the  urgent  demand  for  tax 
reform  and  the  fact  that  this  demand  is  becoming  more 
coherent  and  definite.  Much  credit  is  due  Mr.  G.  E.  Ward 
for  the  ability  and  tireless  industry  which  he  manifested 
in  behalf  of  a  mortgage  registry  tax. 

From  a  judicial  standpoint  the  taxation  of  moneys  and 
credits  presents  many  interesting  and  complicated  prob- 
lems. Any  detailed  consideration,  however,  of  the  numerous 
legal  questions  connected  with  the  taxation  of  credits, 
would  be  entirely  foreign  to  the  purpose  of  this  monograph. 
Some  of  the  more  important  points  have  already  been  noted 
in  the  study  of  the  taxation  of  banks  and  insurance  com- 
panies.826 In  this  connection  brief  reference  will  be  made 
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to  a  few  leading  cases  along  the  following  lines:  first,  the 
meaning  and  scope  of  the  term  "credits";  second,  the 
"situs"  of  the  same  for  purposes  of  assessment  and  tax- 
ation; and  finally,  the  deduction  of  just  debts  from  the 
amount  of  moneys  and  credits  otherwise  listed  for  purposes 
of  taxation. 

Eegarding  the  scope  and  meaning  of  the  term  itself,  a 
number  of  decisions  have  upheld  the  view  that  the  assets  of 
a  life  insurance  company,  consisting  of  notes,  bonds,  loans, 
cash,  and  the  like,  should  be  subject  to  taxation  as  moneys 
and  credits.827  The  same  has  also  been  held  in  the  case  of 
a  fire  insurance  company.  In  the  Hawkeye  Insurance  Com- 
pany vs.  Board  of  Equalization  the  Supreme  Court  followed 
the  reasoning  of  the  former  case.828  The  term  "credits" 
also  includes  shares  of  corporate  stock  —  a  fact  which  has 
been  established  by  the  Supreme  Court  of  the  United 
States 829  and  also  by  the  courts  of  this  State.830  Finally, 
contracts  for  the  conveyance  of  land  which  create  a  bona 
fide  debt,  deferred  payments  due  on  a  contract  which  is 
mutually  obligatory,  and  ordinary  real  estate  mortgages 
are  considered  as  credit  instruments  and  liable  to  taxation 
as  such.831  Numerous  other  cases  might  be  mentioned  de- 
nning in  more  detail  the  scope  and  meaning  of  the  term 
under  consideration. 

As  to  the  "situs"  of  moneys  and  credits  for  purposes  of 
taxation  the  courts  have  almost  universally  held  that  they 
should  be  taxed  at  the  domicile  of  the  owner  and  not  else- 
where.832 A  note  is  subject  to  taxation  where  the  owner 
resides,  although  it  may  be  deposited  in  another  State  for 
safe  keeping.833  Nor  is  the  doctrine  of  domicile  affected 
by  the  mere  intent  to  change  a  residence.834 

In  conformity  with  this  reasoning  it  was  held  very  early 
in  the  history  of  the  State  that  mortgages,  being  personal 
property  listed  by  and  assessed  to  the  mortgagee,  could  not 
be  taxed  in  Iowa  if  held  by  non-residents  of  the  State. 
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Judge  Baldwin,  rendering  the  opinion  of  the  Supreme 
Court  in  the  City  of  Davenport  et  al  vs.  Mississippi  and  Mis- 
souri Railroad  Co.,  says,  concerning  mortgages  held  by 
non-residents,  that  "it  is  agreed  by  the  parties  that  the 
owners  and  holders  of  the  mortgages  are  non-residents  of 
the  State.  If  so,  and  the  property  in  the  mortgage  attaches 
to  the  person  of  the  owner,  it  follows,  that  these  mortgages 
are  not  property  within  the  State,  and  if  not,  they  are  not 
the  subject  of  taxation."835 

Writing  on  this  same  point,  Judge  Cooley  says  that  "if 
a  person  is  domiciled  within  the  state,  his  personal  prop- 
erty in  contemplation  of  law  has  its  situs  there  also,  and 
he  may  be  taxed  in  respect  of  it  at  the  place  of  his  dom- 
icile."836 Another  leading  writer  on  the  law  of  taxation 
points  out  that  "it  is  one  of  the  anomalies  in  the  current 
legislation  that  mortgages  of  residents  are  taxed,  while 
those  of  non  residents  are  not.  ...  A  mortgage  is  taxed 
in  the  town  where  the  owner  resides.  The  only  mortgages 
assessed  are  those  owned  by  residents  of  the  county  or 
controlled  by  an  agent  of  a  non  resident.  Assessors  should 
be  instructed  not  to  list  mortgages  held  by  non  residents, 
except  when  controlled  by  actual  residents." 837  One  should 
keep  this  fact  in  mind  when  passing  judgment  on  the  proper 
methods  of  mortgage  taxation. 

Perhaps  the  most  fruitful  source  of  litigation  in  the  com- 
plicated field  of  credit  taxation  remains  to  be  noted, 
namely,  that  section  of  the  Code  which  permits  the  deduc- 
tion of  bona  fide  debts  from  the  amount  of  moneys  and 
credits  otherwise  listed  for  taxation.838  This  section  has 
not  only  made  possible  an  endless  evasion  of  taxes,  but  it 
has  proved  to  be  an  almost  constant  subject  for  adjudica- 
tion. In  an  early  case  the  court  held  that  allowing  a  de- 
duction of  debts  in  the  assessment  of  moneys  and  credits 
was  not  in  conflict  with  the  constitutional  prohibition 
against  local  and  special  laws  for  the  assessment  and  col- 
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lection  of  taxes.839  It  has  been  held  also  that  a  taxpayer 
may  decline  to  exercise  the  right  of  having  his  indebtedness 
deducted,  and,  although  this  is  done  to  avoid  a  showing  of 
insolvency,  his  creditors  cannot  complain  of  the  tax  thus 
assessed.840  The  taxpayer  is  not  required  to  produce  notes 
as  an  evidence  of  indebtedness.  The  mere  statement  of  the 
debtor,  confirmed  by  his  creditor,  may  be  taken  as  sufficient 
evidence  that  a  bona  fide  debt  exists.841  Delinquent  taxes 
of  a  previous  year  are  not  to  be  deducted,842  but  the  mere 
fact  that  a  taxpayer,  in  returning  moneys  and  credits  for. 
assessment,  specifies  liabilities  which  should  be  deducted 
does  not  prevent  him  from  producing  other  liabilities  in  the 
event  of  proceedings  to  enforce  an  assessment  of  moneys 
and  credits  omitted  from  taxation.843 

In  considering  cases  along  this  line  the  courts  have  al- 
ways endeavored  to  distinguish  between  fictitious  indebted- 
ness and  those  debts  which  are  based  on  actual  considera- 
tions. To  do  this  is  frequently  difficult,  in  fact  at  times  al- 
most impossible.  Cases  frequently  arise  where  a  taxpayer 
is  acting  as  an  agent  for  a  non-resident.  If  the  agent  loans 
money  for  a  non-resident  and  gives  notes  whereby  he  be- 
comes personally  liable  as  borrower  for  the  money  in  his 
hands  for  investment,  the  courts  have  held  that  in  the  ab- 
sence of  fraud,  he  is  not  subject  to  assessment  for  such 
property,  his  money  on  hand  being  more  than  offset  by 
liabilities.  If  the  obligations  thus  executed  are  found  to  be 
fictitious,  no  deduction  is  permitted ;  but,  on  the  other  hand, 
if  notes  thus  given  represent  actual  consideration,  deduc- 
tions may  be  made  regardless  of  the  motives  which  may 
have  influenced  said  agent.  It  is  needless  to  say  that  these 
are  often  difficult  questions  to  determine. 

In  the  important  case  of  Hutchison  vs.  Board  of  Equaliza- 
tion, Judge  Adams,  in  rendering  the  opinion  of  the  Court, 
says  that  "the  indebtedness  for  which  the  plaintiff  claims 
a  deduction  arose  by  reason  of  promissory  notes  given  to 


TAXATION  OF   MONEYS   AND   CREDITS  307 

Henry  and  Deborah  Hutchison,  of  England.  The  defend- 
ant claims  that  this  indebtedness  is  a  fiction,  and  that  the 
real  fact  is  that,  while  he  may  have  received  money  from 
these  persons,  to  whom  he  says  he  was  indebted,  he  received 
it  as  their  agent,  and  does  not  owe  them  the  money.  But  in 
our  opinion  the  evidence  shows  otherwise.  It  may  be  that 
he  had  theretofore  received  their  money  as  agent,  and  per- 
haps the  identical  money  in  question,  but  he  might  in  good 
faith  borrow  it,  and  we  see  nothing  in  the  evidence  which 
shows  that  the  claimed  indebtedness  is  not  a  real  one."844 
A  large  number  of  cases  of  the  class  under  consideration 
have  arisen  from  time  to  time  in  connection  with  banks  and 
insurance  companies.  These  cases  have  already  been  dis- 
cussed 845  and  so  it  will  be  necessary  only  to  refer  to  them 
in  this  chapter.  The  moneys  and  credits  of  a  corporation 
from  which  its  liabilities  are  to  be  deducted  do  not  include 
real  estate  and  other  property  for  which  taxation  is  speci- 
fically provided.846  Stock  in  national  banks  is  held  to  be 
credits  from  which  the  debts  of  the  holder  may  be  deducted 
for  the  purpose  of  assessment.847  Nor  is  the  law  granting 
deductions  to  stock  holders  in  national  banks  unconstitu- 
tional, because  stock  in  a  State  bank  is  assessed  to  the  bank 
so  as  to  render  similar  deductions  impracticable.848  An 
analysis  of  court  decisions  might  be  continued  almost  in- 
definitely. In  fact  the  taxation  of  moneys  and  credits  has 
furnished  a  subject  of  almost  constant  debate  among  our 
legislators  and  of  frequent  litigation  before  the  courts. 
Enough  has  been  said  to  enable  the  reader  to  understand  the 
problem  in  its  main  outlines.  What  these  outlines  were  may 
be  briefly  reviewed. 

Moneys  and  credits  from  the  very  beginning  of  the  Ter- 
ritorial period  have  been  included  in  the  general  property 
tax.  Credits  were  specifically  mentioned  in  a  law  passed  in 
1844.  Under  this  act  they  were  to  be  taxed  "at  their  true 
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value".  In  1847  provision  was  formally  made  for  the 
deduction  of  bona  fide  debts  from  the  amount  of  one's 
moneys  and  credits  listed  for  taxation.  In  the  Code  of  1851 
the  term  " credit"  is  carefully  defined,  and  a  complete  list 
of  moneys  and  credits  liable  to  taxation  is  presented.  Cer- 
tain credits  are  to  be  listed  "at  their  current  value  and 
rate",  others  at  such  sum  as  "can  be  collected",  and  still 
others  at  their  "worth  in  money".  The  law  thus  outlined 
in  1851  has  remained  almost  an  impregnable  fortress 
against  constant  and  at  times  determined  opposition.  From 
time  to  time  the  legislative  incubator  has  hatched  a  prolific 
crop  of  bills,  representing  as  many  conflicting  policies,  the 
resultant  of  which  as  largely  determined  by  the  "Third 
House",  has  always  been  a  noisy  but  harmless  product. 
What  is  always  needed,  and  must  be  had  if  anything  is  to 
be  accomplished,  is  a  definite  program  of  rational  reform. 

Reduced  to  its  lowest  terms  the  system  outlined  in  1851 
has  been  assailed  from  two  leading  standpoints:  first,  the 
deduction  of  just  debts  from  the  amount  of  moneys  and 
credits  listed  for  taxation;  and  second,  the  proper  method 
of  taxing  real  estate  mortgages.  Eegarding  the  former  the 
following  distinct  plans  have  been  advanced:  first,  the 
repeal  of  the  section  granting  deductions  of  debts,  the  best 
example  of  which  was  the  recommendation  of  the  Tax  Com- 
mission in  1893;  second,  the  opposite  policy  of  granting 
such  deductions  from  all  assessed  property,  which  in  prac- 
tice would  leave  the  State  and  local  treasuries  shipwrecked 
on  the  island  of  nowhere ;  third,  the  deduction  of  debts  from 
the  aggregate  amount  of  personal  property,  a  middle  of  the 
road  program;  and  finally,  the  deduction  of  debts  from  all 
forms  of  assessed  property  except  that  of  corporations  as 
outlined  in  the  Penick  bill  which  was  aimed  largely  at 
foreign  investors. 

With  so  many  conflicting  programs  of  reform,  for  the 
most  part  visionary  and  frequently  the  result  of  selfish 
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local  interests,  it  should  occasion  no  surprise  that  our  law- 
makers have  not  passed  beyond  the  stage  of  parliamentary 
debate  and  committee  log  rolling.  The  logical  product  of 
conflicting  forces  in  politics,  the  same  as  in  mathematics, 
is  frequently  negation. 

As  to  the  taxation  of  real  estate  mortgages  three  distinct 
and  separate  policies  have  been  noted:  first,  that  of  com- 
plete exemption;  second,  taxation  as  an  interest  in  real 
estate ;  and  finally,  the  registry  tax  of  Minnesota  and  New 
York  as  outlined  in  the  Ward  bill.  A  number  of  modifica- 
tions of  the  second  plan  have  been  proposed,  especially  the 
arbitrary  regulation  of  interest  rates  —  a  visionary  and 
impossible  scheme.  In  a  word,  it  must  be  apparent  that  the 
subject  of  the  taxation  of  moneys  and  credits  has  been  con- 
sidered on  the  installment  plan:  it  has  been  too  frequently 
weighed  in  the  balance  of  selfish  local  interests  rather  than 
of  high-minded  statemanship.  The  thing  needed  is  a  definite 
workable  program  based  on  a  thorough  and  impartial 
analysis  of  the  whole  Iowa  revenue  system. 


XV 
THE  TAX  FEREET  SYSTEM 

From  the  foregoing  extended  examination  of  the  general 
property  tax  as  such  and  of  the  special  forms  of  taxation 
which  the  rapid  change  in  our  political  and  industrial  life 
has  seemed  to  render  imperative  two  things  must  be  appar- 
ent to  the  reader:  first,  the  low  and  grossly  unequal  as- 
sessment of  all  forms  of  property;  and  second,  the  almost 
complete  failure  to  reach  certain  forms  of  personal  prop- 
erty, especially  moneys  and  credits.  In  the  statistical  study 
of  the  general  property  tax,  reference  was  made  to  a  later 
consideration  of  the  taxation  of  moneys  and  credits  and  the 
presentation  of  data  relative  thereto.849  It  is  now  both  log- 
ical and  necessary  to  present  a  brief  survey  of  the  last  ser- 
ious effort  made  by  the  General  Assembly  to  create  an  ef- 
ficient system  of  administration  for  the  tax  on  intangible 
property  —  namely,  the  so-called  "Tax  Ferret  System'*. 

In  considering  this  phase  of  the  history  of  taxation 
in  Iowa  it  is  doubly  necessary  to  approach  the  subject 
with  a  judicial  mind.  Knowing  that  the  tax  ferret  has 
been  the  storm  center  of  much  prejudice  and  controversy 
in  recent  years,  the  writer  has  endeavored  to  examine  care- 
fully the  evidence  on  both  sides  of  the  question,  having  no 
other  purpose  in  mind  than  the  discovery  of  the  truth. 
Therefore,  an  effort  will  be  made  to  supplement  the  brief 
narrative  with  an  impartial  presentation  of  the  arguments 
both  for  and  against,  in  order  that  the  reader  may  be  the 
better  able  to  form  his  own  judgments  concerning  this  im- 
portant problem. 

At  the  present  time  a  number  of  States  have  tax  ferret 
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laws  —  Indiana,  Ohio,  Kentucky,  and  Oklahoma  are  among 
the  list.  In  a  number  of  other  States  where  such  laws  do 
not  exist  the  courts  have  held  that  special  agents  may  be 
employed  and  paid  a  regular  commission  for  searching  out 
omitted  property  and  placing  it  on  the  assessment  roll. 
This,  in  fact,  was  the  case  in  Iowa  before  the  enactment  of 
the  tax  ferret  law  in  1900.850  Prior  to  that  date,  a  number 
of  firms,  mostly  from  Indiana,  had  been  employed  by  county 
boards  of  supervisors  to  search  out  property  which  had 
evaded  taxation.  The  right  of  the  county  to  employ  such 
persons  and  allow  them  liberal  commissions  had  been  up- 
held by  our  Supreme  Court  under  section  1374  of  the  Code 
of  1897,  which  gives  the  county  treasurer  the  right  to 
demand  the  payment  of  omitted  taxes  any  time  within  five 
years  after  assessment  should  have  been  made.851  In  fact 
this  right  has  been  well  established  by  a  number  of  leading 
decisions.852  In  Shinn  vs.  Cunningham*53  and  Reed  vs. 
Cunningham 854  the  right  to  employ  persons  to  search  out 
omitted  property  was  not  only  sustained,  but  the  nature  of 
the  contract  to  do  this  work  was  carefully  considered.  In 
the  former  case,  the  court  held  that  a  county  board  of  super- 
visors may  contract  with  a  party  to  discover  taxable  prop- 
erty omitted  from  the  assessment  roll,  and  further  that  the 
county,  in  making  such  a  contract,  may  agree  as  to  the  ex- 
penses incurred  thereby. 

It  is  also  held  that  the  tax  ferret  law  passed  in 
1900,  limiting  the  compensation  to  fifteen  per  cent  of  the 
tax  secured,  did  not  apply  to  contracts  made  prior  to  its 
enactment.  On  this  point  Judge  Weaver,  who  delivered 
the  opinion  of  the  court,  wrote  these  words :  "It  is  said  that 
the  compensation  agreed  to  be  paid  is  excessive  and  un- 
reasonable, and  the  contract  should  therefore  be  declared 
7  \ 

void  in  the  interest  of  the  public.  ...  It  may  be  true  that 
fifty  per  cent  is  an  excessive  compensation  for  hunting  up 
property  escaping  taxation  by  ordinary  methods,  and  col- 
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lecting  the  revenue  therefrom,  but  the  court  cannot  presume 
such  to  be  the  fact."  855  In  other  words,  the  right  to  employ 
ferrets  was  not  only  guaranteed  by  the  Code  of  1897,  but 
the  compensation  for  such  service  was  recognized  to  be 
practically  unlimited  —  even  fifty  per  cent  of  the  amount 
recovered. 

A  word  should  be  said  regarding  the  character  of  the 
tax  ferret  work  done  prior  to  1900.  Along  this  line  the 
sources  of  information  are  very  limited  —  in  fact,  almost 
nil.  The  writer  has  been  unable  to  secure  written  records 
for  reasons  that  must  be  obvious,  and  he  has,  therefore, 
been  compelled  to  obtain  his  information  from  persons 
especially  interested  in  taxation  matters.  Enough  has 
been  learned,  however,  to  enable  one  to  form  a  general  idea 
of  the  system  at  that  time. 

Some  of  the  men  engaged  in  the  work  were,  no  doubt, 
honest  and  upright  and  endeavored  to  perform  their  duty 
in  a  business  like  manner.  A  few  local  men  were  employed. 
But  for  the  most  part  those  who  secured  contracts  for  this 
class  of  work  were  professional  adventurers  or  "birds  of 
passage"  from  other  States,  with  no  reputation  to  lose  and 
perhaps  one  to  gain.  In  many  cases  they  were  not  placed 
under  bond.  In  fact,  no  law  required  them  to  give  bonds, 
the  matter  being  entirely  in  the  hands  of  county  boards 
of  supervisors.  The  commissions  paid  were  in  many  cases 
exorbitant,  as  noted  above,  and  the  writer  has  been  in- 
formed from  a  number  of  sources  that  it  was  quite  common 
for  tax  inquisitors  from  other  States  to  make  their  visits, 
"skim  off  the  cream",  or,  perhaps,  "come  to  a  mutual 
understanding"  with  some  professional  tax  dodger,  hurry 
across  the  border  and  later  return  to  a  different  county, 
there  to  repeat  the  process. 

Largely  for  the  purpose  of  securing  responsible  men  and 
making  the  inquisitor  work  more  regular  and  systematic,  a 
law  was  passed  in  1900  —  the  so-called  tax  ferret  law  — 
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limiting  the  compensation  to  fifteen  per  cent  of  the  tax  re- 
covered, and  requiring  every  person  so  employed  to  give  a 
bond  of  not  less  than  three  thousand  dollars  with  sureties 
to  be  approved  by  the  board  of  supervisors.  This  act  was 
in  reality  a  definition  and  limitation  of  powers  already  out- 
lined in  the  Code  of  1897.  In  no  sense  did  it  represent  a 
grant  of  additional  power  to  county  treasurers  and  boards 
of  supervisors.856 

Tax  ferret  work,  however,  soon  proved  to  be  unpopular 
with  certain  classes,  and  an  effort  was  made  in  1902  to  re- 
peal the  law.  Bills  for  that  purpose  were  introduced  by 
Senator  Healy857  and  Representative  Meservey.858  The 
bill  introduced  by  Senator  Healy  was  made  retroactive 
and  provided  that  "no  action,  proceeding  or  assessment 
shall  be  brought,  made  or  levied  for  the  recovery  of  taxes 
alleged  to  be  due  on  personal  property  omitted,  not  listed, 
withheld  or  overlooked  unless  brought  or  assessed  within 
the  calendar  year  in  which  said  property  should  be  as- 
sessed." 859 

Senator  Healy  regarded  the  tax  ferret  law  as  extremely 
vicious,  resulting  in  widespread  wrong  and  injustice;  and 
he  maintained  that  only  the  poorer  classes  as  a  rule  had 
been  the  victims  of  the  ferrets.  His  measure  was  referred 
to  as  a  bill  "to  abolish  tax  ferret  collection  of  taxes";  but 
if  passed  it  would  have  accomplished  more  than  this  by 
preventing  the  county  treasurer  from  listing  omitted  per- 
sonal property  save  in  the  year  when  it  should  have  been 
listed  by  the  assessor.860 

Nothing  came  of  the  Healy  bill  in  the  Senate ;  but  in  the 
House  the  measure  introduced  by  Eepresentative  S.  T. 
Meservey  after  experiencing  much  unfriendly  treatment 
and  a  number  of  radical  amendments  was  finally  passed. 
After  sleeping  in  the  hands  of  the  Committee  on  Judiciary 
until  March  15th,  a  substitute  had  been  reported  which 
provided  for  the  listing  of  omitted  property  three  years 
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back,  and  in  order  to  prevent  the  traveling  tax  ferret  from 
operating,  it  was  further  stipulated  that  any  person  en- 
gaged as  a  tax  inquisitor  must  have  been  a  resident  of  the 
county  for  at  least  eighteen  months  prior  to  the  time  of 
commencing  work.861  Later  an  amendment  was  introduced 
and  adopted  providing  for  the  collection  of  taxes  five  years 
back  in  place  of  three.862  A  second  amendment  substituted 
" state"  for  "county"  in  the  matter  of  residence  for  eight- 
een months.863  The  bill  thus  amended  so  as  to  make  it 
practically  the  same  as  the  old  law  passed  —  yeas  fifty- 
seven,  nays  thirty-four.864  In  the  Senate,  however,  it  was 
laid  upon  the  table865  and  so  the  effort  to  repeal  the  tax  fer- 
ret law  in  the  session  of  1902,  or  even  to  make  any  important 
amendment,  was  defeated. 

Two  years  later  Senator  John  H.  Jackson  of  Sioux  City, 
Iowa,  introduced  a  bill  to  repeal  the  law  relating  to  the 
discovery  of  property  withheld  from  taxation.866  It  was 
alleged  that  the  results  of  the  tax  ferret  law  were  to  ''mulct 
widows  and  orphans"  rather  than  to  discover  the  real  tax 
dodger,  and  that  it  would  raise  interest  rates,  and  drive  cap- 
ital out  of  the  State.867  Other  arguments  will  be  noted  later. 
After  prolonged  debate  the  measure  was  finally  defeated  in 
the  Senate.868  A  third  effort  was  made  to  repeal  in  1906, 
but  was  also  defeated  in  the  House  by  the  decisive  vote  of 
sixty-one  to  eight.869  Thus,  after  three  vigorous  efforts  to 
repeal  the  tax  ferret  law,  it  is  still  on  the  statute  books  as 
originally  passed  in  1900. 

The  question  naturally  presents  itself,  why  this  tenacity 
of  purpose  both  for  and  against  repeal?  What  were  the  un- 
derlying motives  of  those  who  desired  to  prevent  the  col- 
lection of  taxes  on  omitted  property?  On  the  other  hand, 
what  accounts  for  the  strength  of  the  opposing  forces?  To 
answer  these  inquiries  one  should  make  a  critical  analysis 
of  the  arguments  for  and  against  the  so-called  tax  ferret 
system,  which  means  nothing  less  than  a  careful  examina- 
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tion  of  the  very  foundation  principles  of  our  whole  plan  of 
assessment  and  taxation.  In  making  this  analysis  two  facts 
should  be  kept  in  mind  by  the  reader ;  first,  that  there  are 
three  distinct  types  of  tax  inquisitor  work ;  and  second,  that 
the  question  as  a  whole  is  closely  linked  with  the  problem 
of  taxing  moneys  and  credits.  Eeference  has  already  been 
made  to  the  " birds  of  passage"  who  operated,  for  the 
most  part,  prior  to  the  enactment  of  the  regular  law  in 
1900.  The  work  which  they  did  accomplished  no  good  pur- 
pose and  should,  therefore,  be  condemned.  A  second  class 
of  inquisitors  have  a  large  number  of  contracts,  pass  from 
one  county  to  another,  spending  a  few  days  or  weeks  at  each 
county  seat.  This  work  should  also  be  judged  by  different 
standards  than  that  of  the  ferret  who  operates  consistently 
in  the  same  county  or  counties  year  after  year.  Unless 
these  facts  are  kept  in  mind  in  connection  with  the  taxation 
of  moneys  and  credits  one  will  fail  to  grasp  the  full  meaning 
of  the  problems  under  consideration.  Let  us  proceed  to 
examine  in  detail  the  arguments  for  and  against  the  system. 

First  of  all,  perhaps,  the  claim  most  frequently  advanced 
is  that  the  principal  result  of  tax  ferret  work  is  to  mulct 
widows  and  orphans  — •  those  not  shrewd  enough  to  evade 
the  law.  This  argument  was  made  in  1902,  1904,  and  again 
in  1906.  It  is  contended  that  the  large  tax  dodger  is  able  to 
outwit  the  ferret  and  thus  avoid  the  payment  of  taxes  on 
his  moneys  and  credits,  while  widows  and  orphans  are  from 
the  very  nature  of  things  not  proficient  in  this  art.  Mani- 
festly, the  only  reply  to  such  a  claim  is  an  impartial  exami- 
nation of  the  facts,  as  far  as  such  facts  can  be  ascertained. 
In  the  counties  where  ferrets  have  operated  the  records 
ought  to  show  how  much  of  truth  or  falsity  there  is  in  this 
argument,  which  is  here  considered  first  not  because  it  is 
the  most  important  but  because  it  has  been  advanced  with 
so  much  force  by  those  who  have  sought  to  repeal  the  law. 

The  Association  of  Iowa  Tax  Ferrets,  in  the  leaflets  they 
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have  printed  from  time  to  time,  furnish  data  on  this  point. 
They  endeavor  to  show  that  poor  widows  and  orphans  are 
not,  as  a  rule,  money  lenders  and  that  the  bulk  of  omitted 
property  placed  on  the  assessment  roll  through  their  efforts 
is  that  of  wealthy  men  and  women,  or  at  least  those  well 
able  to  bear  their  just  share  of  the  public  burdens.870 

By  request  of  the  writer  data  has  been  prepared  and 
brought  down  to  date  for  a  number  of  the  counties  where 
tax  inquisitors  have  operated.  For  obvious  reasons  the 
names  of  persons  paying  omitted  taxes  can  not  be  dis- 
closed. The  facts,  however,  set  forth  in  these  pages  are  a 
matter  of  record  at  the  various  county  seats. 

The  total  amount  of  taxes  collected  in  Polk  County  since 
1900  on  omitted  property  discovered  by  the  ferrets  is 
$295,417.96.  Of  this  amount  one  individual  paid  $21,- 
369.91,  or  one-fourteenth  of  the  entire  collection;  two  in- 
dividuals paid  $37,112.37,  or  one-eighth  of  the  entire  col- 
lection ;  six  individuals  paid  $56,824.37,  more  than  one-fifth 
of  the  entire  collection;  ten  individuals  paid  $69,163.10, 
more  than  one-fourth  of  the  entire  collection;  twenty  in- 
dividuals paid  $88,926.26,  more  than  one-third  of  the  entire 
collection;  fifty  individuals  paid  $122,782.44,  more  than 
forty  per  cent  of  the  entire  collection;  and  finally,  ninety- 
two  individuals  paid  $147,911.05,  more  than  one-half  of  the 
entire  collection.  In  this  connection,  the  statement  made 
by  Messrs.  Worthington  and  Boynton  is  significant,  when 
they  declare  that  "we  desire  to  emphasize  the  fact  that  these 
ninety-two  people  were  better  able  to  pay  these  taxes,  with- 
out inconvenience  than  any  other  equal  number  of  persons 
in  this  county."871 

Ferret  work  was  done  in  Lee  County  in  1902  and  1903, 
the  contract  being  secured  in  1901.  The  total  collections 
made  amounted  to  $77,682.41  on  property  valued  at  $8,768,- 
208.  Of  this  amount  ten  accounts  paid  $21,579.62  and  forty- 
seven  accounts  paid  $41,697.52,  or  more  than  one-half  of  the 
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entire  collection.  In  Clayton  County,  which  is  an  agricul- 
tural community  without  large  cities,  tax  inquisitor  work 
was  done  in  1901,  1904,  and  1907.  The  total  amount  col- 
lected was  $93,412.07  on  property  valued  at  $9,628,316,  of 
which  twenty  accounts  paid  $29,540.44,  or  nearly  one-third 
of  the  entire  collection.  The  collections  made  in  Floyd 
County  amount  to  $63,845.89  on  property  valued  at  $5,362,- 
436.  One  account  paid  $11,900;  and  twelve  accounts  paid 
the  large  sum  of  $36,658.27,  or  considerably  more  than  one- 
half  of  the  entire  collection.  In  Allamakee  County  $29,- 
361.28  has  been  collected  on  property  valued  at  $2,824,228. 
Of  this  sum  eight  accounts  paid  $10,528.70.  The  total 
amount  collected  in  Cerro  Gordo  County  is  $49,292.77  on 
property  valued  at  $3,323,322.  Nineteen  accounts  paid  more 
than  one-third  of  this  sum.  The  same  is  true  in  Mitchell 
County  where  $54,840.23  has  been  collected  on  property 
valued  at  $4,631,032,  more  than  half  of  which  was  paid  by 
thirty-five  individuals.  Additional  data  along  this  line 
might  be  given  for  other  counties,  but  enough  has  been  pre- 
sented to  enable  the  reader  to  form  an  independent  judg- 
ment as  to  the  merits  of  the  argument  under  considera- 
tion.872 

The  second  argument  advanced  against  the  tax  inquisi- 
tor, which  is  in  reality  aimed  at  the  whole  system  of  tax- 
ing moneys  and  credits,  is  that  of  double  taxation.  The 
basis  of  this  claim  is  clearly  stated  in  a  leaflet  from  Du- 
buque  which  was  sent  to  the  members  of  the  Thirtieth  Gen- 
eral Assembly.  "Speaking  comprehensively",  reads  this 
leaflet,  ' '  taxable  property  exists  in  two  forms  only  —  phys- 
ical property  in  all  its  manifold  forms,  with  resultant 
values,  and  money,  pure  and  simple. ' ' 873 

It  is  repeatedly  alleged  that  to  tax  either\  physical  or 
franchise  values  and  at  the  same  time  tax  the  credit  in- 
struments secured  by  or  representing  said  values  is  to  col- 
lect revenue  on  the  same  property  twice.  For  example,  A 
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owns  a  farm  worth  $10,000  ami  pays  taxes  on  it  as  required 
by  law.  B  has  a  mortgage  of  $5,000  against  this  farm  and 
pa\>  taxes  OH  in-  mortgage.  In  other  words,  it  is  argued 
that  tlu>  State  creates  a  tint  value  of  $5,000  by  levying  a  tax 
on  $15,000  of  property  when  only  $10.000  is  ir.  -nee. 

Again,  a  railroad  is  worth  $10.000,000.  The  company 
through  its  officials  is  required  to  make  an  elaborate  report 
to  the  Kxoeutivo  rouncil  including  items  ranging  from  ties 
.u:d  rial  cars  to  the  amount  of  gross  receipts  and  expense 
of  operation.  The  corporation  is  supposed  to  pay  taxes 
on  the  full  value  of  its  property,  the  assessment  being  made 
at  twenty-live  per  cent  of  Mich  value  as  stipulated  in  the 
Code,  To  tax  a  stockholder  two  per  cent  —  eighty  mill- 
a  t\\ent\  live  per  cent  valuation  on  jfOO.OOO  worth  of  stock 
yielding  perhaps  four  per  cent  dividends,  is  declared  to  be 
double  taxation  on  the  one  hand  and  practically  a  confisca- 
tion of  property  on  the  other.  We  might  multiply  illns: 
tious  of  this  argument  based  on  the  familiar  doctrine  of 
fiat  values. 

The  reply  of  the  opposition  to  this  argument  is  less  satis- 
factory, but  at  the  same  time  is  not  without  some  real  force. 
It  is  first  alleged  that  it  is  not  a  case  of  double  taxation  to 
the  man  who  holds  the  mortgages  or  other  securities  —  that 
in  a  word,  the  capitalist  or  money  lender  is  talking  for  the 
other  fellow.  This  contention  has  more  force  when  applied 
to  holders  of  certain  bonds  and  real  estate  mortgages  than 
for  owners  of  stock  in  corporations.  In  the  former  case 
the  taxes  are  at  least  supposed  to  be  paid  by  different  in- 
dividuals. In  the  latter  ease  the  same  person  pays  both 
taxes  —  first  on  the  stock  and  second  on  the  value  or  gross 
receipts  of  the  corporation  as  the  case  may  be. 

In  the  second  place,  the  opposition  calls  in  question  the 
very  definition  of  the  term  <% double  taxation*'.  The  ques- 
tion is  frequently  asked,  what  do  you  mean  by  double  tax- 
ation? It  must  be  admitted  that  the  more  one  •.  nirt 
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decisions  with  their  multiplicity  of  ad  valorem  or  strict 
property  taxes,  license  fees,  franchise  taxes,  special  assess- 
ments, etc.,  the  less  he  is  inclined  to  feel  absolutely  sure  that 
he  has  a  clear  and  satisfactory  grasp  of  this  question.  If 
one  is  to  make  a  rigid  definition  of  double  taxation,  and 
then  endeavor  to  eliminate  entirely  this  form  of  taxes, 
there  is  much  truth  in  the  claim  that  the  labor  will  involve 
the  general  upheaval  and  complete  reorganization  of  our 
whole  fiscal  system,  both  from  a  legislative  and  judicial 
standpoint.  At  this  point  the  attention  of  the  reader  is 
directed  to  the  chapters  above  dealing  with  the  taxation 
of  banks,  insurance  companies,  and  certain  public  service 
corporations,  and  to  the  chapters  on  the  important  subject 
of  railway  taxation  treated  in  the  second  volume  of  this 
monograph. 

Finally,  the  public  at  large  feels  and  many  well  informed 
persons  continue  to  assert  that  the  creditor  class,  the  men 
holding  moneys  and  credits,  are  already  paying  much  less 
than  their  just  share  of  the  public  burdens  —  that,  in  a  word, 
our  whole  system  of  taxation  is  regressive,  resting  heaviest 
on  the  small  property  holder,  and  that  the  proposed  ex- 
emption of  moneys  and  credits  would  make  it  still  more 
regressive  and,  therefore,  more  discriminating  and  unjust. 
This  thought  is,  perhaps,  chiefly  responsible  for  the  tenacity 
of  purpose  with  which  the  plain  people  hold  to  the  taxation 
of  moneys  and  credits.  At  any  rate,  the  handwriting  on 
the  wall  is  not  difficult  to  read.  The  program  of  the  tax 
revisionists  of  Iowa  has  always  been  weak  on  its  positive 
side.  In  fact,  it  has  been  largely  a  negative  program.  If 
the  tax  on  moneys  and  credits  is  to  be  removed,  it  is  evident 
that  some  positive  system  must  be  created  in  its,  place,  more 
efficient  rather  than  less  efficient  in  reaching  the  man  of 
means  and  requiring  him  to  meet  his  proper  share  of  the 
burdens  of  government.  The  history  of  taxation  in  Iowa 
points  to  the  conclusion  that  a  program  of  revenue  reform 
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must  be  positive  in  order  to  satisfy  the  demands  of  the 
people.874 

The  third  claim  made  by  those  who  have  endeavored  to 
secure  the  repeal  of  the  tax  ferret  law  is  that  our  system 
of  taxation  when  actually  enforced  by  inquisitors  is  inequit- 
able and  in  many  cases,  as  suggested  above,  practically  re- 
sults in  the  confiscation  of  property.  As  this  contention 
strikes  at  the  very  roots  of  the  fiscal  system  which  has  al- 
ways prevailed  in  Iowa,  it  should  receive  a  critical  and 
impartial  analysis.  The  argument  is  presented  in  at  least 
three  distinct  forms:  first,  that  taxation  of  credits  at  the 
domicile  of  the  owner  frequently  results  in  a  levy  of  two 
per  cent  —  eighty  mills  on  a  twenty-five  per  cent  assessed 
valuation  —  when  the  rate  where  the  investment  is  made  is 
only  one  per  cent;  second,  that  the  listing  of  real  estate  at 
fifty  or  sixty  per  cent  of  its  value,  as  shown  by  the  reports 
of  the  Executive  Council,  and  credits  at  their  full  value  is 
a  gross  and  palpable  discrimination  and  places  a  premium 
on  perjury,  fraud  and  evasion;  and  finally,  that  a  tax  of 
two  per  cent,  and  even  more,  on  stocks  and  bonds,  floating 
at  par  and  yielding  a  dividend  of  four  per  cent,  means  that 
one-half  of  the  revenue  derived  therefrom  is  taken  by  the 
State  —  a  process  which  many  people  justly  regard  as  con- 
fiscation and  not  taxation.  These  arguments  go  to  the  very 
heart  of  the  whole  tax  problem,  and,  it  must  be  admitted, 
are  in  a  large  measure  unanswerable.  On  the  other  hand, 
however,  it  should  be  stated  that  in  no  proper  sense  do  they 
represent  valid  objections  to  the  work  of  tax  inquisitors  as 
outlined  in  section  1374  of  the  Code  of  1897  and  the  law  of 
1900.  They  are  directed  against  the  very  foundations  of  the 
revenue  law  of  the  State,  which,  in  this  regard,  has  re- 
mained practically  unchanged  for  half  a  century.  Until  this 
fact  is  admitted  clear  thinking  on  taxation  matters  is  im- 
possible. 

Nor  has  the  whole  problem  as  yet  been  stated.    To  grasp 
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the  full  injustice  of  our  present  system  one  must  consider 
the  so-called  doctrine  of  domicile  in  connection  with  the 
actual  listing  of  credits  on  the  one  hand  and  the  assessment 
of  real  estate  on  the  other.  Take  a  concrete  example.  A 
owns  a  farm  which  is  free  of  debt  and  will  sell  in  the  market 
for  $20,000.  It  should  be  borne  in  mind  that  real  estate  is 
taxed  where  it  is  located  regardless  of  the  owner's  domicile. 
Assume  that  the  land  is  listed  at  fifty  per  cent  of  its  value 
or  $10,000.  This  means  that  it  will  be  assessed  and  taxed 
at  one-fourth  of  said  value  or  $2,500.  The  data  collected 
by  the  Executive  Council,875  the  Eailroad  Tax  Commission- 
ers, and  that  presented  for  Story  County  justifies  this  as- 
sumption. We  will  be  liberal  again  and  assume  a  high  rate 
of  forty  mills  —  the  rate  in  county  districts  frequently 
being  as  low  as  twenty-five  mills,  and  in  some  cases  as  low 
as  twenty  mills.  Forty  mills  or  four  per  cent  on  $2,500 
means  a  tax  of  $100.  In  other  words,  A  pays  $100  taxes 
on  a  farm  worth  $20,000.  B  also  has  $20,000  in  credit  in- 
struments. Assume  that  he  is  worth  as  much  as  A,  which 
means  that  he  is  free  from  debts  and  therefore  has  to  pay 
taxes  on  the  full  amount  of  his  credits.  The  assessor  calls 
on  B  who  is  honest  —  a  legitimate  and  reasonable  assump- 
tion —  and  therefore  lists  all  his  credits.  Having  no  debts 
to  deduct  (it  will  be  observed  that  B  is  not  a  State  or  savings 
bank  or  insurance  company)  the  full  $20,000  is  listed.  He 
pays  taxes  on  one-fourth  of  this  or  $5,000.  In  other  words, 
A  pays  taxes  on  $2,500  and  B  on  $5,000  when  the  property 
of  each  will  sell  in  the  market  for  $20,000.  No  writer  on 
taxation,  theoretical  or  practical,  can  justify  this  condition 
of  affairs.  Yet  it  exists  and  has  existed  in  Iowa  for  more 
than  half  a  century.  The  cause,  however,  is  inefficient  as- 
sessment and  not  the  tax  inquisitor. 

But  inequalities  do  not  stop  here.  B  lives  in  one  of  the 
larger  Iowa  cities  and  therefore  pays  an  eighty  mill  rate. 
In  other  words,  B  pays  a  tax  of  eight  per  cent  on  $5,000 

21 
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valuation  which  amounts  to  $400.  His  position  may  be 
stated  in  two  ways:  first,  assuming  that  his  credits  yield 
five  per  cent,  two-fifths  of  his  income  of  $1,000  is  taken  by 
the  government  in  the  form  of  taxes ;  second,  he  is  paying 
four  times  as  much  taxes  as  A  who  owns  the  same  amount 
of  property.  Nor  is  the  above  illustration  extreme.  Thou- 
sands of  worse  cases  exist  in  Iowa  and  in  other  States  of 
the  Union.  As  suggested  above,  had  we  assumed  the  low 
rate  of  twenty  mills,  which  exists  in  a  few  rural  districts 
the  man  owning  the  farm  would  have  paid  only  $50  as  com- 
pared with  $400  for  the  holder  of  moneys  and  credits. 

The  following  questions  are  left  to  the  judgment  of  the 
reader.  Is  it  just  or  expedient  to  list  the  property  of  one 
person  at  full  value  and  that  of  another  at  fifty  per  cent  of 
its  value  ?  Is  it  just  or  expedient  for  the  State  to  appropri- 
ate $400  out  of  an  income  of  $1000  ?  The  writer  has  personal 
knowledge  of  cases  where  more  than  this  has  been  taken. 
In  other  words,  would  the  General  Assembly  favor  an  in- 
come tax  of  forty  per  cent  for  Iowa?  This  is  the  logical 
and  inevitable  result  of  present  laws  when  enforced  either 
by  tax  ferrets  or  regular  county  officials.  Finally,  is  the 
system  above  described  conducive  to  civic  morality?  Will 
a  man  always  list  his  credits  when  he  knows,  first,  that  the 
State  will  take  a  third  of  his  income  as  taxes,  and  second, 
that  grossly  unequal  assessment  will  compel  him  to  pay  a 
disproportionate  share  of  the  public  burdens?  In  a  word, 
what  is  the  basis  if  any,  for  the  familiar  claim  of  ' 'fraud 
and  evasion"?  The  critical  reader  should  endeavor  to  find 
some  answer  to  these  questions  not  based  on  mere  verbal 
abuse  or  unreasoning  criticism  of  those  who  endeavor  to 
administer  the  present  revenue  law.  Reduced  to  its  last 
analysis  this  is  the  problem  which  now  confronts  the  people 
and  the  General  Assembly  of  Iowa. 

A  further  comment  should  be  added  in  this  connection. 
The  tax  laws  of  Iowa  with  reference  to  public  service  cor- 
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porations  are  so  framed  that  through  the  operation  of  the 
so-called  unit  rule  millions  of  dollars  worth  of  property 
are  taken  from  the  cities  and  distributed  through  certain 
favored  country  districts.  This  means  a  higher  rate  of 
municipal  taxes  on  other  property.  Under  these  conditions 
any  plan  of  exempting  moneys  and  credits  from  taxation, 
which,  following  the  domicile  of  the  owner,  are  found  largely 
in  the  cities,  will  meet  with  serious  opposition  until  the 
present  system  of  taxing  public  service  corporations  is 
changed,  on  the  one  hand,  and  a  more  efficient  method  of 
reaching  the  man  of  means,  the  creditor  class,  is  devised 
on  the  other.  So  long,  for  example,  as  the  express  company 
or  companies  in  an  Iowa  city  of  five  thousand  inhabitants 
pay  less  taxes  than  a  day  laborer  who  by  thrift  and  economy 
is  trying  to  become  the  owner  of  a  modest  home,  the  public 
at  large  in  these  cities  is  not  likely  to  favor  the  exemption 
of  credit  instruments.  In  a  word,  the  possible  exemption 
of  moneys  and  credits  necessarily  involves  a  complete  reor- 
ganization of  our  whole  revenue  system. 

The  fourth  argument,  which  is  a  favorite  one  with  many 
people,  is  that  the  enforcement  of  our  revenue  laws  by  tax 
inquisitors  has  a  tendency  to  drive  capital  out  of  the  State 
for  more  lucrative  investment  elsewhere.  Granted  that  this 
is  true,  it  is  not  an  argument  against  the  officials  who  ad- 
minister the  law.  It  is  rather  an  objection  to  the  revenue 
system  itself  and  should  be  recognized  as  such.  How  much 
of  truth  or  error  there  is  in  this  contention  can  again  be 
ascertained  only  by  a  thorough  and  impartial  investigation 
of  the  facts.  One  should  first  discover  how  much  capital 
has  left  the  State  since  1900  and  how  much,  on  the  other 
hand,  has  been  brought  into  the  State  for  investment.  In 
recent  years  many  people  have  left  Iowa  to  settle  in  Canada 
and  the  Northwest.  To  be  fair  in  our  study,  all  the  causes 
should  be  carefully  examined.  Doubtless  some  capital  has 
left  certain  sections  of  the  State  on  account  of  the  enforce- 
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ment  of  our  tax  laws.  If  so,  our  revenue  system  is  respon- 
sible. Cedar  Kapids,  Sioux  City,  Dubuque,  and  other  lead- 
ing cities  of  Iowa,  through  their  commercial  clubs,  have 
claimed  that  capital  has  been  driven  into  other  States  for 
this  reason.876 

Those  who  oppose  this  general  contention  point  to  the 
rapid  increase  in  the  deposits  of  State,  savings  and  na- 
tional banks  in  the  last  ten  years,  and  further  hold  that 
many  causes  operate  in  producing  the  mobility  of  capital.  It 
is  also  alleged  that  the  whole  argument  is  based  on  sophis- 
try, since  capital,  when  it  reaches  other  States,  is  subject  to 
similar  burdens,877  and  that  we  have  no  right  to  assume 
that  their  tax  laws  are  not  enforced.  It  must  be  admitted 
that  there  is  a  large  element  of  truth  in  this  contention 
when  we  consider  that  taxation  of  credits  is  the  rule  and 
not  the  exception  in  other  States,  as  well  as  in  Iowa.  The 
whole  subject  is  complicated;  and,  while  it  does  not  con- 
stitute an  argument  against  the  work  of  the  tax  inquisitor, 
it  is  worthy  of  careful  study  before  any  general  reform  of 
our  revenue  system  is  undertaken.  Manifestly,  one  should 
not  complain  of  law  enforcement  when  the  fault,  if  any,  is 
with  the  law  itself.878 

Finally,  this  summary  of  the  leading  arguments  pro  and 
con  on  the  question  under  consideration  would  be  incomplete 
without  reference  at  least  to  the  oft  repeated  claim  that 
taxation  of  credits  increases  interest  rates  and  therefore 
places  the  burden  on  the  debtor  class.  It  is  alleged  that  the 
interest  rate  is  advanced  sufficiently  to  cover  the  tax.  Here 
again  we  have  an  argument  aimed  at  the  very  basis  of  our 
revenue  system  and  not  at  the  enforcement  of  the  same. 
Many  people  seem  to  become  so  accustomed  to  careless  ad- 
ministration of  laws  that  they  cannot  adjust  themselves 
to  the  thought  of  actually  enforcing  laws  —  especially  the 
revenue  law. 

It  is  not  intended  in  this  connection  to  make  a  complete 
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study  of  the  relation  between  interest  rates  and  mortgage 
taxation  —  which  is  a  subject  large  enough  for  a  separate 
monograph.  Like  every  other  complex  economic  problem 
there  is  here  a  question  of  fact,  not  of  opinion  —  still  less  of 
mere  prejudice  or  selfish,  personal  interest.  Nor  can  the 
subject  be  dismissed  as  many  suppose,  and  as  some  econ- 
omists have  done,  with  a  few  broad  generalizations.  Broadly 
speaking,  economists  have  quite  generally  held,  or  rather 
assumed,  that  a  tax  on  credits  is  shifted  in  the  form  of 
higher  interest  rates  and  is  therefore  paid  by  the  debtor 
class.  Granting  that  this  is  true,  the  question  may  well  be 
asked,  why  is  the  capitalist  or  creditor  class  so  anxious  to 
have  credits  exempted  from  taxation  ?  Is  it  logical  or  charit- 
able to  assume  that  the  money  lender  would  labor  con- 
stantly for  the  repeal  of  the  law  taxing  credits  if  he  be- 
lieved that  the  tax  could  always  be  shifted  to  the  borrower 
in  the  form  of  higher  interest  rates?  These  are  questions 
which  will  furnish  food  for  thought  and,  perhaps,  for  the 
formation  of  an  independent  judgment. 

It  is  true,  that  able  economists  who  have  made  a  careful 
study  of  mortgage  taxation  in  its  relation  to  interest  rates 
have  sometimes  arrived  at  essentially  different  conclusions. 
For  example,  Professor  Carl  Plehn  of  California,  a  rec- 
ognized authority  on  finance  and  taxation,  after  making  a 
thorough  study  of  the  general  property  tax  of  his  State, 
concluded  that  interest  rates  were  increased  sufficient  to 
cover  not  only  the  tax  but  also  the  trouble  of  shifting  the 
same.  Concerning  that  section  of  the  State  Constitution 
which  provides  for  taxing  the  mortgagee  on  the  amount  of 
the  mortgage  and  the  mortgagor  on  the  value  ofvthe  prop- 
erty less  the  value  of  the  mortgage  he  says :  "  Theoretically 
this  procedure  is  justifiable  if  the  tax  remains  where  it  is 
first  laid.  But  in  practice  it  does  not  fulfill  the  expectations 
of  the  framers  of  the  law  because  the  tax  is  generally 
shifted  to  the  mortgagor  in  the  form  of  higher  interest. 
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And  as  is  usual,  whenever  any  tax  is  completely  and  reg- 
ularly shifted,  the  cost  of  shifting  as  well  as  the  tax  falls 
upon  the  owner.  .  .  .  Under  present  conditions  in  Cali- 
fornia, by  far  the  best  plan  would  be  to  tax  the  owner  for 
the  whole  of  the  property  and  to  exempt  the  mortgage." 879 

Another  investigation  was  made  in  1906  by  Lawson 
Purdy,  at  that  time  Secretary  of  the  New  York  Tax  Eeform 
Association.  The  work  covered  certain  counties  of  New 
York,  where  credits  were  listed  and  taxed  as  other  property, 
Massachusetts,  where  credits  were  exempted,  and  Pennsyl- 
vania, where  a  flat  rate  of  four  mills  is  levied.  Mr.  Purdy 
presents  tables  and  diagrams  showing  that  the  interest 
rate  was  highest  in  New  York  where  credits  were  taxed 
and  lowest  in  Massachusetts  where  they  were  exempt  from 
taxation.  Concerning  the  rate  in  Philadelphia  he  points 
out  that  "in  spite  of  the  four  mill  tax  the  average  interest 
rate  in  Philadelphia  as  indicated  by  the  record  was  5.16. 
If  the  four  mill  tax  is  deducted  we  have  a  rate  of  4.76,  al- 
most identical  with  the  Boston  record  of  4.73,  this  record 
in  Boston  being  obtained  by  considering  all  the  money 
loaned  at  rates  in  excess  of  6%  as  6%  money."880 

The  New  York  law  taxing  mortgages  was  repealed  in  1906 
and  a  recording  fee  levied  at  the  rate  of  one-half  of  one  per 
cent  substituted  in  lieu  thereof.  Concerning  the  operation 
of  this  law  in  relation  to  interest  rates,  Mr.  A.  C.  Pleydell, 
the  present  Secretary  of  the  New  York  Tax  Eeform  Asso- 
ciation says  that  "it  is  gratifying  to  be  able  to  show  that 
the  recording  tax  law  has  lowered  the  average  rate  of  in- 
terest, that  it  has  increased  the  amount  of  money  loaned 
at  5  %  or  less,  and  that  it  has  brought  more  money  into  the 
mortgage  market ;  and  this,  despite  the  admittedly  adverse 
conditions  of  the  money  market."881 

Again,  Professor  T.  S.  Adams,  in  a  report  submitted  to 
the  Wisconsin  Tax  Commission,  entitled  Mortgage  Statis- 
tics and  Taxation  in  Wisconsin  and  Neighboring  States, 
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maintains  that  a  tax  on  mortgages  is  not  necessarily  shifted 
in  the  form  of  higher  interest  rates.  Maps  and  elaborate 
tables  are  presented  to  show  that  in  many  cases  mortgage 
taxes  remain  where  they  are  placed  and  are,  therefore,  not 
shifted  to  the  debtor  class.  The  author  certainly  finds 
some  examples  where  this  is  true,  but  admits  at  the  same 
time  that  the  tax  in  other  cases  is  shifted  and  that  few  gen- 
eral conclusions  can  be  drawn.  His  comparison  of  Clayton 
County,  Iowa,  with  Grant  County,  Wisconsin,  will  be  of  in- 
terest to  the  reader.  "This  one  instance",  he  says,  "does 
not  prove,  of  course,  that  the  old  system  of  mortgage  tax- 
ation will  not,  in  the  long  run,  and  in  the  majority  of  cases, 
cause  interest  rates  to  be  higher  than  they  would  be  under  a 
system  which  virtually  exempts  mortgages,  but  it  does  ap- 
parently prove  that  in  one  representative  county  the  sys- 
tem of  'double  taxation'  may  be  enforced  fairly  well  with- 
out, so  far  as  we  can  see,  exercising  any  appreciable  influ- 
ence upon  interest  rates."882 

The  views  of  the  Association  of  Iowa  Tax  Ferrets  rela- 
tive to  mortgage  taxation  and  interest  rates  should  be 
briefly  stated.  In  a  pamphlet  submitted  to  the  Thirty-third 
General  Assembly  the  following  logical  statement  appears : 
"No  PERSON  can  fix  the  rate  of  interest  upon  the  loans  he 
may  make  and  the  large  amount  of  loans  made  by  Savings 
Banks  and  Life  Insurance  Companies  in  all  states  are  at  a 
rate  of  interest  that  is  based  upon  the  principle  of  SUPPLY 
AND  DEMAND  ENTIRELY  as  the  matter  of  taxation  of  such  loans 
is  ENTIRELY  ELIMINATED  by  the  laws  under  which  savings 
banks  and  insurance  companies  are  taxed.  The  large  accum- 
ulation of  money  of  this  kind  makes  the  rate  oif  interest 
reasonable  and  no  individual  can  exact  a  higher  rate."883 
This,  in  a  large  measure,  is  sound  doctrine. 

Turning  another  leaf  of  the  same  pamphlet,  however,  we 
find  ourselves  in  a  new  realm  of  thought.  "It  has  been 
claimed",  reads  the  pamphlet,  "that  the  proposed  law  pro- 
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viding  for  registration  fee  will  decrease  the  burden  on  the 
borrower,  but  there  can  be  no  question  but  the  fee  would  be 
shifted  to  the  borrower  and  he  would  have  to  pay  it  in  ad- 
dition to  the  market  rate  of  interest."884  In  justice  to  the 
author  of  these  statements  it  should  be  recognized  that  he 
was  viewing  the  same  question  from  different  angles. 

It  must  be  evident  to  the  thoughtful  reader  that  the  whole 
subject  of  mortgage  taxation  and  interest  rates  has  been 
buried  beneath  a  mass  of  statistics  more  or  less  local  in 
character  which  confuse  the  mind  and  prove  little  or  noth- 
ing. Much  of  the  discussion  appears  to  be  simply  a  tempest 
in  a  teapot.  One  thing,  however,  is  certain.  If  all  credits,  in- 
cluding those  of  savings  banks,  insurance  companies,  and 
the  like,  were  taxed  in  all  the  States  of  the  Union  at  a  uni- 
form rate  of  two  per  cent,  a  large  part  of  the  tax  would 
either  be  shifted  to  the  borrower  or  interest  rates  would  be 
arbitrarily  reduced  through  taxation  from  five  to  three  per 
cent,  or  from  six  to  four  per  cent  as  the  case  might  be.  To 
hold  that  the  State  through  its  power  of  taxation  can  ap- 
propriate a  third,  a  half,  or,  what  logically  follows,  all  of 
the  interest  is  simply  a  reductio  ad  absurdum.  Eeduced  to 
its  lowest  terms,  this  is  substantially  what  leading  econo- 
mists have  always  held  —  and  in  the  main  their  doctrine  is 
sound. 

The  student  of  taxation  is  aware,  however,  that  what  has 
been  assumed  is  almost  entirely  without  foundation,  since 
the  majority  of  States  tax  credits  in  name  only.  The  law 
is  on  the  statute  books,  but  it  is  not  enforced.  People  realize 
this  fact,  and  many  "tax  reformers"  assume  in  their  propa- 
ganda that  it  is  true.  The  interest  rate  on  credits  held 
in  a  neighboring  State  whose  tax  laws  are  not  enforced  is 
neither  increased  nor  diminished  by  the  operations  of  an 
Iowa  tax  ferret  who  is  unable  to  reach  these  credits  for  the 
obvious  reason  that  taxation  of  credits  follows  the  domicile 
of  the  owner.  In  the  second  place,  the  millions  of  dollars 
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loaned  by  insurance  companies  and  banks  of  this  and  other 
States  pay  no  tax  on  credits  for  the  reason  that  our  laws 
permit  these  corporations  to  offset  their  resources  by  an 
abundance  of  liabilities.  In  other  words,  a  vast  amount  of 
loanable  capital  is  practically  exempt  from  this  form  of  tax- 
ation. 

The  conclusion  is  obvious.  If  local  credits  are  taxed  in 
a  group  of  counties  the  capital  of  banks  and  insurance  com- 
panies and  that  of  individuals  living  in  other  States  will 
flow  in  and  keep  the  interest  rate  near  the  usual  level.  To 
a  large  degree  this  would  be  true  even  for  a  State  where  the 
law  taxing  credits  chanced  to  be  rigidly  enforced.  Under 
modern  legal  and  economic  conditions  in  Iowa  and  ad- 
joining States  if  credits  are  actually  taxed  in  a  group  of 
counties  without  apparently  increasing  the  interest  rates, 
little  or  nothing  is  proved  either  for  or  against  the  general 
proposition  that,  other  things  being  equal,  a  tax  on  credits 
is  in  the  main  shifted  to  the  borrower.  The  truth  of  the 
general  law  can  not  be  disproved  by  a  mere  local  study  or 
even  a  careful  investigation  embracing  an  entire  State.  So 
long  as  credit  instruments  practically  evade  all  taxation  in 
the  large  majority  of  States,  and  so  long  as  millions  of 
dollars  of  loanable  capital  are  in  the  hands  of  companies 
that  pay  no  tax  on  credits  in  this  and  in  many  other  States, 
laborious  monographs  dealing  with  mortgage  taxation  and 
interest  rates  are  likely  to  prove  little. 

In  concluding  this  chapter  it  is  necessary  to  present  the 
claims  of  the  Association  of  Iowa  Tax  Ferrets  concerning 
the  nature  and  value  of  their  work.  Having  briefly 
sketched  the  history  of  the  system,  and  carefully  Examined 
the  leading  arguments  relative  thereto,  we  are  now  in  a  po- 
sition to  state  what  the  tax  inqfuisitor  has  accomplished. 
Granting  that  the  present  system  of  taxation  in  Iowa  is  de- 
sirable, that  moneys  and  credits  should  be  taxed,  it  is  man- 
ifest that  the  laws  providing  for  these  taxes  ought  to  be  en- 
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forced.  If  regular  tax  officials  lived  up  to  the  laws  dealing 
with  the  assessment  of  property,  we  would  have  no  tax  in- 
quisitors, or,  to  phrase  it  differently,  all  regular  officials 
would  be  tax  inquisitors.  When  all  is  said  and  done,  the 
ferret  merely  secures  the  listing  of  property  according  to 
law.  This  being  true,  the  system  should  be  judged  by  the 
amount  of  property  listed  for  taxation  directly  or  indirectly 
through  the  results  of  their  labors.  An  earnest  effort  to  se- 
cure data  along  this  line  has  been  made  by  the  writer. 

A  letter  was  addressed  to  the  various  tax  inquisitors  of 
the  State,  and  through  their  cooperation,  fairly  reliable 
statistics  on  the  assessment  of  omitted  property  since  1900 
have  been  received.  The  reply  to  the  inquiries  received 
from  Worthington  and  Boynton  of  Des  Moines  represents 
the  views  of  their  Association  and  also  gives  the  list  of 
questions.  This  letter,  which  is  an  excellent  statement  of 
the  viewpoint  of  the  men  actually  engaged  in  the  business  of 
searching  out  omitted  property  and  placing  it  on  the  as- 
sessment roll  as  required  by  law,  reads  as  follows : 

I  have  before  me  your  letter  of  November  first,  addressed  to  Judge 
Ben  McCoy,  in  regard  to  tax  ferret  matters  with  notations  thereon 
regarding  certain  points  that  we  talked  over  recently  at  the  time 
you  visited  our  office. 

I  will  take  up  the  questions  contained  in  your  letter  and  answer 
the  same  to  the  best  of  my  ability. 

1st.  What  is  the  total  amount  of  taxes  collected  by  the  tax  fer- 
rets since  Feb.  15,  1902?  At  that  time  the  amount  was  $1,076,- 
954.80. 

Answer :  It  is  almost  impossible  to  get  the  correct  statistics  show- 
ing the  tax  ferret  collection  by  reason  of  faulty  methods  of  account- 
ing in  the  different  counties  wherein  tax  ferret  collections  are  in- 
cluded on  the  treasurer's  books  with  taxes  regularly  collected.  We 
are  submitting  a  list  of  collections  in  a  few  Iowa  Counties  where  we 
have  contracts,  which  is  based  on  the  commissions  paid  the  tax  fer- 
ret. Most  of  these  collections  have  been  made  since  Feb.  15,  1902.  I 
believe  that  Mr.  Moir's  estimate  of  $5,000,000.00,  since  the  enact- 
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merit  of  the  tax  ferret  law,  is  not  far  out  of  the  way  and  the  Asso- 
ciation submits  this  as  a  conservative  estimate  of  the  collections  up 
to  the  present  time. 

2nd.  To  what  extent  has  the  listing  of  moneys  and  credits,  etc. 
increased  in  counties  where  tax  ferrets  have  operated?  I  would 
be  pleased  to  receive  actual  statistics  on  this  point. 

Answer :  The  listing  of  moneys  and  credits  varies  in  the  differ- 
ent counties  in  proportion  to  the  thoroughness  of  the  tax  ferret  work. 
Like  every  other  business  the  work  was  not  entirely  satisfactory 
when  first  started.  It  was  a  new  business  and  persons  engaged  in 
it  who  were  not  thoroughly  competent  to  handle  it.  Like  any  other 
line  of  business  the  incompetents  have  been  gradually  weeded  out  to 
a  very  great  extent.  The  listing  in  counties  where  careful,  complete 
work  has  been  done  has  undoubtedly  increased  wonderfully  as  a 
direct  result  of  the  work.  The  State  Auditor's  reports  will  show 
the  listing  of  moneys  and  credits  in  the  various  counties.  We  are 
submitting  a  list  of  counties  to  you,  giving  the  dates  when  work  was 
done  on  same  and  the  contracts  in  which  we  have  been  interested. 
We  would  suggest  that  you  compare  the  listing  of  moneys  and 
credits  in  these  counties  for  the  year  following  the  date  when  the 
work  was  done  and  also  in  cases  where  the  work  was  done  after 
April  first.  In  cases  where  the  work  was  done  in  the  Fall,  the  list- 
ing of  the  January  following  will  show  a  material  increase  over 
previous  years,  when  the  work  was  properly  done. 

Mr.  Peisen  will  be  able  to  furnish  you  with  a  list  of  counties  sim- 
ilar to  ours  and  a  proper  analysis  of  the  figures  will  show  an  in- 
crease over  all  of  these  counties,  beyond  a  question  of  a  doubt,  the 
direct  result  of  the  tax  ferret  work. 

In  addition  to  the  amounts  shown  in  the  State  Auditor's  reports, 
millions  of  dollars  of  moneys  and  credits  have  been  added  by  the 
Auditor  after  the  completion  of  the  assessment  and  before  the  tax 
books  were  turned  over  to  the  treasurer,  which  the  State  Auditor's 
reports  will  not  show,  as  they  simply  show  the  assessment  as  re- 
turned by  the  assessor  and  not  the  addition  made  after  the  first  of 
April  when  the  assessment  was  completed. 

In  accordance  with  our  conversation  we  furnish  you  with  a  list 
of  counties  where  we  have  operated  and  from  this  list  you  can  very 
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easily  determine  whether  or  not  there  has  been  an  increased  assess- 
ment of  moneys  and  credits  in  these  counties. 

3rd.  In  what  counties  have  you  or  your  firm  operated  and  in 
how  many  cases  have  contracts  been  renewed? 

Answer:  Our  firm  has  operated  in  Polk,  Johnson,  Muscatine, 
Cedar,  Jones,  Jasper,  Madison,  Guthrie,  Warren,  and  Davis 
Counties.  We  have  renewed  contracts  in  every  county  where  we 
desired  to  renew  them.  In  other  words,  we  have  never  gone  to  a 
county  board  the  second  time  asking  for  a  renewal  of  our  contract 
and  been  refused.  The  only  reason  we  have  not  renewed  contracts 
in  every  county  is  that  we  could  not  do  the  work.  In  other  words  we 
have  more  work  than  we  can  do.  We  have  renewed  contracts  in 
Jones  county  and  since  our  contract  terminated  there  they  have 
again  renewed  with  Judge  McCoy.  The  same  is  true  of  Johnson  and 
Muscatine.  We  have  renewed  our  contract  twice  in  Warren 
County ;  in  Polk  County  our  contract  has  been  renewed  nine  times ; 
in  Guthrie  twice  and  in  our  other  counties  we  have  followed  other 
persons  who  did  not  care  to  renew  their  contracts.  No  competent  tax 
ferret  has  any  difficulty  in  getting  contracts.  The  Board  of  Super- 
visors are  in  touch  with  local  conditions  and  realize  that  the  work  is 
not  only  important  but  necessary. 

4th.  What  per  cent,  of  our  tax  payers  are  reached  by  the  tax 
ferret  system?  In  other  words  what  per  cent  of  our  tax  payers 
are  tax  dodgers  ? 

Answer :  Not  over  two  per  cent. 

5th.  Of  this  number  what  proportion  are  intentional  and  mali- 
cious tax  dodgers  and  what  proportion  merely  fail  to  pay  because 
they  are  ignorant  of  our  revenue  laws  ? 

Answer:  Probably  one-half  of  the  number  "caught"  know 
that  they  have  not  listed  their  property  for  taxation  and  the  other 
half,  either  do  not  understand  the  revenue  laws  or  the  assessor  fails 
to  call  upon  them,  or  for  some  other  reason  fail  to  list. 

6th.  Of  those  you  collect  from  what  proportion  have  relatively 
small  incomes  and  what  proportion  are  well  to  do?  I  refer  here  to 
the  familiar  "widows  and  orphans"  argument. 

Answer:  I  answer  this  question  by  furnishing  you  a  complete 
itemized  list  of  the  one  hundred  largest  contributors  in  Polk  County, 
Iowa,  under  the  present  tax  ferret  contract,  covering  a  period  of 
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ten  years  in  time.  The  proportion  of  people  having  relatively  small 
income,  who  are  "caught"  under  the  tax  ferret  system,  does  not  av- 
erage one  hundredth  part  of  the  people  who  have  small  incomes 
who  are  ' '  caught ' '  by  real  estate  tax  laws.  In  the  city  of  Des  Moines 
there  is  one  man  who  has  nearly  three  hundred  contracts  for  the  sale 
of  cheap  houses  and  lots  to  the  laboring  classes.  These  people  are 
paying  the  taxes  as  well  on  the  real  estate.  In  many  instances  they 
are  day  laborers  and  in  some  cases  wash-women.  These  people 
have  to  pay  regardless  of  their  incumbrance,  whereas  the  owner  of 
moneys  and  credits,  however  small,  is  permitted  to  deduct  any  lia- 
bilities they  have  from  the  amount  of  their  credits  and  pay  taxes  on 
the  net  amount.  In  addition  to  this,  it  is  an  unwritten  law,  in  the 
tax  ferret  business,  that  people  with  only  a  small  amount  of  money 
are  "passed".  In  the  first  place  it  does  not  pay  a  tax  ferret  to  go  af- 
ter the  "small  fry"  and  while  he  knows  that  there  is  no  law  for  the 
exemption  of  people  with  small  amounts  of  credits  and  no  other 
property,  he  usually  figures  that  it  is  equity  to  forget  about  these 
small  claims  and  this  is  usually  done  with  the  full  knowledge  of  the 
County  Boards. 

It  must  be  remembered,  however,  that  very  poor  people  are  not 
exempted  from  paying  taxes  on  their  real  estate.  There  is  not  a 
county  in  the  State  that  does  not  have  people  with  small  incomes 
and  who  are  heavily  encumbered,  and  who  pay  taxes  on  tangible 
property.  I  think  our  list  from  Polk  county  will  give  you  facts  and 
figures  and  will  show  conclusively  that  the  wealthy  pay  under  the 
tax  ferret  system.  It  is  a  ridiculous  argument  to  say  that  poor  peo- 
ple are  money  loaners. 

7th.  What  proportion  of  those  you  collect  from  and  therefore 
those  most  directly  effected  seriously  object  to  the  tax  ferret  sys- 
tem ?  On  what  do  they  base  their  objections  ? 

Answer :  For  more  than  twenty  one  years  I  have  been  collecting 
taxes  from  the  citizens  of  Iowa.  You  ask  me  what  proportion  of 
the  persons  collected  from  object  to  the  tax  ferret  system.  My  ex- 
perience has  been,  after  meeting  a  hundred  thousand  tax  payers, 
in  the  State  of  Iowa,  that  eighty-five  or  ninety  per  cent  object  to 
any  sort  of  a  tax  system  or  at  least  they  object  to  paying  taxes, 
whether  it  be  on  real  estate,  stock  of  goods,  horses  and  cattle,  moneys 
and  credits,  stocks  and  bonds  or  any  other  sort  of  property.  Ninety 
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five  per  cent  of  the  tax  payers  are  of  the  opinion  that  their  taxes 
are  too  high.  Everybody  objects  to  paying  taxes.  Talk  to  the  av- 
erage man  about  his  taxes  and  he  will  at  once  air  some  grievance; 
his  land  is  assessed  higher  than  it  ought  to  be;  his  house  and  lot 
is  heavily  encumbered  and  is  not  as  good  as  his  neighbor's  and  is 
over  assessed.  Merchants  advertising  in  the  public  press:  "a  hun- 
dred thousand  dollar  stock  of  goods  to  be  sold  out, ' '  will  argue  with 
the  assessor  that  their  value  should  not  be  over  five  thousand  dol- 
lars. Railway  Companies,  as  you  know,  keep  paid  attorneys  con- 
stantly busy  trying  to  get  their  assessments  reduced  to  a  minimum 
figure.  I  do  not  believe  that  the  proportion  is  any  greater  of  people 
who  object  to  the  tax  ferret  system  than  of  people  who  object  to 
taxation  in  general.  As  I  have  before  stated  most  people  have  a 
grievance  and  most  of  the  people  who  are  "caught"  in  the  tax 
ferret  business  do  not  object  to  the  system  when  it  is  applied  to  the 
other  fellow.  For  instance,  No.  10  on  our  list  would  probably  say 
"I  am  very  glad  you  caught  No.  1.  He  is  the  man  you  should  get." 
Many  times  people  who  have  been  caught  themselves  give  us  in- 
formation to  enable  us  to  catch  the  other  fellow. 

To  sum  it  all  up  some  people  who  are  caught  object  to  the  sys- 
tem. But  the  proportion  of  those  caught  who  object  is  really  smaller 
than  the  general  proportion  of  people  who  "kick"  on  their  taxes 
regularly  assessed. 

Most  people  who  are  caught  by  the  tax  ferret  have  very 
little  to  say.  They  do  not  "kick"  as  much  as  they  apologize.  Prob- 
ably five  per  cent  object  and  urge  the  well  known  "Double  Taxa- 
tion" argument,  usually  arguing  that  the  party  owing  them  the 
money  should  be  relieved.  This  is  about  the  only  objection  that  is 
urged  where  a  principle  of  taxation  is  involved. 

8th.  To  what  extent  do  objections  come  from  the  "widows  and 
orphans"  and  to  what  extent  from  the  capitalistic  class? 

Answer:  In  my  experience  in  the  tax  business  I  have  met  so 
few  widows  and  orphans  that  I  am  unable  to  answer  your  question. 
I  think  there  are  three  or  four  widows  and  orphans  contained  in  the 
list  of  one  hundred  I  sent  you  from  Polk  County  and  so  far  as  I  am 
aware  they  did  not  object  at  all  as  they  were  represented  by  their 
attorneys. 

This  "widows  and  orphans"  argument  is  a  standing  joke  among 
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people  who  have  practical  experience  in  tax  matters.  I  do  not  be- 
lieve that  they  object  any  more  than  anybody  else  to  paying  taxes 
when  they  owe  taxes  and  are  able  to  pay  them.  However,  in  the  few 
cases  we  have  had,  I  do  not  think  they  object  any  more  than  the  cap- 
italistic class,  if  as  much. 

9th.  Please  state  briefly  your  usual  method  of  operation  when 
you  commence  work  in  any  particular  county  ?  To  what  extent  are 
your  collections  voluntary  on  the  part  of  the  tax  payers  and  to  what 
extent  are  you  obliged  to  use  force  in  some  form? 

Answer :  To  take  up  the  detailed  method  of  operation  would  oc- 
cupy too  much  time  in  a  letter.  The  next  time  you  are  in  Des 
Moines  come  into  our  office  and  we  will  be  very  glad  to  show  you  our 
system  of  handling  these  matters.  In  regard  to  the  second  question 
will  say  that  more  than  ninety-nine  per  cent  of  amounts  collected 
in  all  of  our  counties  are  voluntary  payments  without  any  dispute 
or  difficulty.  In  Polk  County  we  have  had  three  cases  in  court  in 
the  past  year  and  these  cases  are  all  questions  of  law. 

Question  Number  10  in  your  letter  regarding  pamphlets  and  en- 
dorsements, will  say  that  we  have  never  secured  any  written  en- 
dorsements but  we  refer  you  to  any  member  of  the  Board  of  Sup- 
ervisors in  any  county  where  we  are  now  operating  or  any  man  who 
was  a  member  of  the  Board  when  we  operated  in  a  county  or  any 
county  officer  in  any  of  the  counties  mentioned  or  to  any  member 
of  the  Polk  County  Bar. 

These  references  we  give  to  county  boards  in  applying  for  con- 
tracts and  we  give  them  gladly  because  we  know  that  any  of  the 
parties  addressed  will  recommend  us  in  our  work. 

I  have  tried  to  cover  your  questions  to  the  best  of  my  ability. 
I  ask  your  pardon  for  going  into  length  in  some  matters  and  I 
hope  that  you  may  get  some  good  from  this  rather  extended  letter. 

In  regard  to  the  figures  I  am  sending  you,  I  know  they  /are  cor- 
rect and  can  be  verified  by  any  one  at  any  time.  I  have  taken 
great  pains  to  make  up  the  collection  statement  for  you.  The 
work  involved  occupied  more  than  three  days  time. 

I  hope  that  you  will  call  on  us  again  and  I  assure  you  that  the 
people  in  the  tax  ferret  business  are  not  wedded  to  any  particular 
form  of  taxation.  "We  are  always  willing  and  anxious  to  learn  and 
if  we  can  be  of  any  assistance  in  solving  any  of  the  vexatious  prob- 
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lems  confronting  both  the  public  official  and  the  tax  payer,  we  are 
only  too  glad  to  render  such  aid  as  we  may." 

It  thus  appears  that  the  ferrets  of  the  State  insist  that 
if  laws  are  on  the  statute  books  they  ought  to  be  enforced ; 
that  the  class  they  reach  would  otherwise  not  bear  its  just 
share  of  the  public  burdens ;  and  finally,  that  the  efficiency  of 
the  system  should  be  judged,  first,  by  the  amount  of  omitted 
property  actually  listed,  and  second,  by  the  amount  of  mon- 
eys and  credits  voluntarily  placed  on  the  assessment  roll  as 
a  logical  result  of  their  work.  In  completing  this  study  of 
the  Iowa  tax  inquisitor  it  is,  therefore,  necessary  to  present 
statistics  showing  the  actual  amount  of  taxes  collected  on 
omitted  property  together  with  the  voluntary  increase  of 
assessments  resulting  therefrom.  Both  points  must  be  kept 
distinctly  in  mind  if  we  are  to  form  a  clear  idea  of  the  ef- 
ficiency or  inefficiency  of  the  tax  ferret  system. 

First,  what  is  the  amount  of  taxes  actually  collected  on 
property  omitted  or  for  any  reason  withheld  from  taxation? 
For  reasons  suggested  above,  absolute  accuracy  along  this 
line  is  out  of  the  question.  It  is  true  that  county  records 
should  make  these  facts  readily  available,  but  county  re- 
cords are  kept  with  a  deplorable  lack  of  system.  In  most 
counties  they  are  a  planless  chaos,  revealing  little  or  noth- 
ing of  positive  value.  It  is,  therefore,  necessary  to  supple- 
ment these  records  with  estimates  made  on  the  basis  of  the 
fifteen  per  cent  commissions  received  by  tax  inquisitors. 

In  1902,  when  a  serious  effort  was  made  to  repeal  the  tax 
ferret  law,  the  Auditor  of  State  compiled  the  collections 
made  on  omitted  property  for  1901,  which  at  that  time 
amounted  to  $993,699.  This  data  completed  and  brought 
down  to  February  15,  1902,  is  contained  in  Table  XX,885 
which  was  presented  to  the  members  of  the  Twenty-ninth 
General  Assembly  and  served  as  a  telling  argument  in  favor 
of  retaining  the  tax  ferret  law.  It  appears  that  $1,076,- 
954.80  had  been  collected  on  omitted  property  —  about  $100,- 
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000  of  which  belonged  to  a  State  treasury  at  that  time  in 
need  of  funds  to  meet  increased  appropriations.  The  table 
also  gives  the  amount  of  moneys  and  credits  returned  for 
taxation  in  1897,  1898,  1899,  1900,  and  1901,  the  increased 
listing  for  1901  over  that  of  1897,  the  population,  and  finally 
the  dates  when  tax  ferrets  were  employed.  Respecting  the 
latter  point,  however,  the  table  is  evidently  not  complete. 
The  reader  should  note  especially  the  vast  increase  in  the 
listing  of  moneys  and  credits  for  1901  over  that  of  1897. 
This  increase  of  $51,680,914  was  partially  due,  no  doubt,  to 
the  operation  of  tax  inquisitors,  but  it  may  also  be  explained 
by  the  rapid  increase  in  the  wealth  and  prosperity  of  the 
State.  As  to  the  relation  between  the  increased  listing  of 
moneys  and  credits  and  the  work  of  inquisitors,  this  par- 
ticular table  is  not  complete  enough  to  enable  us  to  draw 
many  definite  conclusions.  Ferrets  not  being  employed  ex- 
tensively, save  during  the  last  of  the  five  years  represented 
in  the  table,  one  can  obviously  form  no  valid  judgment  con- 
cerning the  increase  of  voluntary  listing  resulting  from 
their  labors.  The  large  amount  of  tax  collected  on  omitted 
property,  however,  is  certainly  a  good  showing  and  ap- 
pealed to  many  members  of  the  General  Assembly  in  1902. 

An  effort  has  been  made  to  bring  this  statement  up  to 
date,  but,  for  reasons  already  noted,  nothing  more  than  a 
careful  estimate  based  on  the  commissions  received  by  the 
leading  firms  of  tax  inquisitors  now  operating  in  Iowa  has 
been  secured.  As  stated  above,  in  the  letter  received  from 
Worthington  and  Boynton,  the  Association  of  Iowa  Tax 
Ferrets  estimates  that  about  $5,000,000  has  been  collected 
on  omitted  property  since  1900.  When  we  consider  that 
more  than  a  million  dollars  was  collected  by  February  15, 
1902,  and  that  one  firm  of  inquisitors  has  collected  up  to 
date  nearly  a  million  and  a  half  of  dollars  and  another  firm 
about  a  million  dollars,  it  is  believed  that  the  above  estimate 
is  conservative  and  reliable.  Considering  the  average  rate 
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of  taxes,  State,  county,  and  local,  where  these  collections 
have  been  made  at  least  $300,000,000,  perhaps  $400,000,000, 
of  property  omitted  or  for  any  reason  withheld  from  taxa- 
tion has  been  listed  by  the  ferrets.  (Reference  is  here  made 
to  the  actual  value  and  not  to  the  assessed  value,  which  is 
one-fourth  as  much.)  Nor  does  this  large  amount  appear  in 
the  State  Auditor's  reports  for  the  obvious  reason  that  such 
listing  in  many  cases  occurred  two  or  three  years  after  the 
regular  assessment  roll  was  made  up.  The  work  of  ferrets 
never  commences  until  the  assessment  roll  is  completed  and 
regular  officials  have  failed  to  do  their  duty  as  required  by 
law.  For  this  reason,  in  forming  our  judgment  of  the  work 
accomplished  by  inquisitors  we  must  consider  the  amount 
above  stated  as  additional  to  the  increase  of  voluntary  list- 
ings. 

In  Table  XXI886  there  is  a  carefully  prepared  statement 
of  the  omitted  taxes  collected  in  Polk  County  since  1900. 
The  table  gives  the  amount  for  each  year  and  the  total,  or 
$295,417.96.  It  has  already  been  noted  that  more  than  one- 
half  of  this  entire  amount  was  paid  by  ninety-two  individ- 
uals —  among  the  number  being  four  or  five  rich  widows 
who  had  had  little  previous  experience  in  the  payment  of 
taxes. 

TABLE  XXI  88« 

TOTAL  OMITTED  TAXES  COLLECTED  BY  FERRETS  TO  DECEMBER  1, 
1909  IN  POLK  COUNTY 

TEAR 

1900  4  months         $33,356.53 

1901  49,165.80 

1902  1  month  (Jan.)      1,358.86 

1902  11  months         29,971.39 

1903  22,699.17 

1904  39,740.32 

1905  36,202.65 

1906  25,309.79 

1907  14,633.08 

1908  25,403.65 

1909  To  Nov.  1st.  17,576.72    $295,417.96 
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Turning  now  to  the  question  of  the  increased  voluntary 
listing  of  moneys  and  credits  as  a  result  of  the  efforts  of 
tax  inquisitors  it  may  be  affirmed  that  Table  XXII887  for 
Fremont  County  is  representative  of  conditions  which  pre- 
vail or  have  prevailed  in  many  counties  of  the  State.  The 
work  was  done  in  that  county  by  Mr.  M.  W.  Moir,  who  is  sci- 
entific in  his  methods  and  is  highly  recommended  in  the 
counties  where  he  has  been  employed.  In  1908  $1,487,619 
was  listed  in  moneys  and  credits,  and  $2,010,473  for  1909, 
an  increase  of  $525,234.  Concerning  this  increase  the  fol- 
lowing appears  in  The  Tabor  Beacon:  "The  increase  is 
largely  due  to  the  work  of  Mr.  M.  W.  Moir,  who  has  been 
employed  for  several  months  in  looking  up  accidental  omis- 
sions and  correcting  erroneous  impressions  as  to  what 

TABLE  XXII887 
INCREASE  OF  LISTINGS  IN  1909  OVER  1908  IN  FREMONT  COUNTY 


CITY  OR  TOWNSHIP 

1908 

1909 

In- 
crease 

De- 
crease 

Per  Cent 
Increase 

Per  Cent 
Decrease  1 

Farragu  t  City  

$141  ,144 

$141  ,888 

$    744 

| 

Randolph  City  

47  068 

66,790 

19,722 

42 

Tabor  City              

127  206 

146  852 

19  646 

15 

Riverton  City  

29,324 

43,288 

13,964 

48 

Thunnan  City  

81  ,412 

104  236 

12,824 

14 

29  244 

53  732 

24  488 

84 

Sidney  City  

307,140 

404,930 

97,790 

32 

Hamburg  City  

163,416 

182,204 

18,788 

11$ 

55  076 

86  368 

31,292 

57 

Riverton  township  

53,564 

130,396 

76,832 

143 

Riverside  township  

22  348 

59,200 

36,852 

165 

7  438 

10  100 

2,662 

36 

Locust  Grove  twp  

38,276 

51,340 

13,064 

34 

Fisher  township  

44,148 

71,940 

27,792 

63 

Green  township  

62  272 

82,280 

20  008 

32 

Monroe  township  

15,280 

12,900 

2,380 

fi 

Madison  township  

60,272 

72,924 

12,652 

20 

Sidney  township  

60  619 

121  ,397 

60,778 

100 

Prairie  township       

46  820 

58  076 

11,256 

24 

Scott  township  

31,652 

33,432 

1,780 

6 

Washington  township  

53,900 

76,200 

22,300 

41 

Total  

$1  ,487  ,619 

$2,010,473 

$525,234 

$2,380 

43$ 

IV  ..  . 

344  HISTORY  OF  TAXATION  IN  IOWA 

property  is  taxable.  The  increase  in  voluntary  listing  of 
moneys  and  credits  fully  justifies  the  checking  up  of  a 
county  even  if  there  was  no  omitted  tax  collected. ' >888 

In  The  Fremont  County  Herald,  the  statement  is  made 
that  "as  a  direct  result  of  the  work  and  investigations  of 
M.  W.  Moir  and  Co.,  the  tax  ferrets,  more  than  half  a  mil- 
lion dollars  in  moneys  and  credits  have  been  listed  with  the 
assessors  of  the  various  towns  and  townships  of  Fremont 
County  for  1909  over  and  above  that  of  the  previous  year, 
and  taxes  on  same  will  be  due  January  1, 1910.  "889 

In  order  to  make  a  critical  study  of  the  increased  volun- 
tary listing  of  moneys  and  credits,  the  writer  has  made  a 
complete  tabulation  for  all  the  counties  of  Iowa  giving  the 
population  for  1905,  the  total  taxable  value  of  all  property 
for  1908,  the  actual  value  of  moneys  and  credits  listed  for 
the  five  year  periods  1894-1898  and  1899-1903,  and  the  ac- 
tual value  of  moneys  and  credits  listed  for  each  separate 
year  from  1899-1908,  inclusive.  While  this  tabulation  is  too 
large  to  be  conveniently  attached,  all  statistics  given  in 
the  text  may  be  easily  verified  from  the  official  documents 
of  the  State. 

It  has  already  been  pointed  out  that  three  distinct  types 
of  tax  ferret  work  have  been  done  in  Iowa :  first,  that  of  the 
"birds  of  passage",  who  hurried  into  the  State,  took  the 
"cream",  and  made  a  sudden  departure;  second,  that  of 
a  few  inquisitors  who  contract  for  a  large  group  of  counties, 
secure  some  data,  and  spend  a  few  days  (sometimes  only 
one  day,  or  again  two  or  three  weeks)  at  each  county  seat 
checking  up  some  of  the  heavier  taxpayers;  and  finally, 
where  thorough  scientific  work  is  done  year  after  year. 
Perhaps  not  more  than  ten,  certainly  not  more  than  fifteen, 
counties  belong  in  the  third  class.  One-half  or  two-thirds 
of  the  counties  in  the  State  belong  in  the  second  class.  The 
so-called  "birds  of  passage",  constituting  the  first  class, 
did  not  return  after  the  enactment  of  the  law  in  1900  re- 
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quiring  bonds  and  limiting  the  commissions  to  fifteen  per 
cent  of  the  omitted  tax  collected.  This  class  of  ferrets  ac- 
complished no  good  purpose,  and  in  fact  did  much  to  dis- 
credit the  whole  inquisitor  system  in  the  popular  mind. 

Regarding  the  second  class  of  ferret  work  we  have  little 
in  the  way  of  comment  or  criticism.  On  the  one  hand,  the 
large  tax  dodgers,  not  widows  and  orphans,  are  reached; 
and  on  the  other  hand,  the  work  is  not  thorough  enough  to 
enable  one  to  draw  any  definite  conclusions  as  to  the  re- 
lation between  the  labors  of  the  inquisitors  and  the  volun- 
tary listing  of  moneys  and  credits.  No  attempt  will  be 
made  to  present  any  such  comparisons;  but  instead  the 
reader  is  requested  to  examine  the  data  given  in  the  light  of 
such  local  conditions  as  he  may  be  familiar  with  for  the  pur- 
pose of  ascertaining  the  increase  in  the  voluntary  listing  of 
moneys  and  credits  following  the  work  of  the  tax  ferrets. 
In  this  way  each  one  may  judge  for  himself  as  to  the  merits 
of  that  class  of  inquisitor  work. 

As  to  the  third  type  of  ferret  work,  that  which  is  thor- 
oughly done  for  a  considerable  period  of  time  in  a  few 
counties  year  after  year,  the  results  are  more  certain  and 
comparisons,  therefore,  of  greater  value.  In  the  few 
counties  where  scientific  work  has  been  done  the  results 
uniformly  show  an  increase,  and  frequently  a  large  increase, 
in  the  voluntary  listing  of  moneys  and  credits.  By  scien- 
tific work  is  meant  something  more  than  the  mere  listing 
of  omitted  property.  It  includes  the  education  of  tax  of- 
ficials and,  in  part,  the  public  at  large  concerning  the  rev- 
enue law  and  the  duty  of  every  citizen  to  bear  his  lawful 
share  of  the  public  burdens.  The  work  which  a  few  of  the 
inquisitors  have  done  along  this  line  should  not  be  ignored. 

Turning  to  a  study  of  specific  counties,  a  number  of  in- 
structive comparisons  and  contrasts  may  be  pointed  out. 
Allamakee,  a  rural  county,  listed  $1,812,068  in  the  period 
from  1894  to  1898  as  compared  with  $4,131,093  for  the  pe- 
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riod  from  1899  to  1903.  A  similar  increase  is  seen  in  the 
case  of  the  other  counties  of  the  State.  In  some  of  the 
counties  the  listing  of  moneys  and  credits  for  the  years 
from  1899  to  1903  was  from  two  to  five  times  as  great  as  for 
the  period  from  1894  to  1898.  This  may  partially  be  ex- 
plained by  the  work  of  tax  ferrets ;  but  it  was  primarily  the 
result  of  the  great  industrial  expansion  following  the  crisis 
of  1893.  By  1899  the  county  had  recovered  from  the  panic 
and  a  period  of  prosperity  and  high  prices  followed. 

It  should  be  stated  that  in  comparing  these  two  five  year 
periods  many  factors  were  involved,  resulting  in  a  large 
measure  from  local  conditions,  speculation  and  increased 
transportation  facilities,  and  too  much  influence  should  not, 
therefore,  be  attributed  to  the  inquisitor.  It  appears  from 
Table  XX  that  no  tax  was  collected  from  omitted  property 
up  to  February  15,  1902,  in  the  following  counties:  Alla- 
makee  (the  county  now  under  consideration),  Benton,  Car- 
roll, Dickinson,  Emmet,  Green,  Howard,  Ida,  Jones,  Lee, 
Lyon,  Mahaska,  Monona,  and  Osceola.  Yet  in  these  coun- 
ties practically  double  the  amount  of  moneys  and  credits 
was  listed  in  the  period  from  1899  to  1903  as  in  the  period 
from  1894  to  1898.  In  Dickinson  and  Emmet  counties 
where  industrial  expansion  was  unusually  great  the  list- 
ing was  three  times  as  large  in  the  later  period.  Some  in- 
quisitor work  might  have  been  done  in  these  counties  after 
February  15,  1902,  which  would  affect  the  listings  for  1903, 
and  therefore  in  a  small  degree  the  five  year  period.  On  the 
whole,  however,  the  increase  in 'these  counties  must  be  ex- 
plained by  the  operation  of  other  causes. 

It  also  appears  from  Table  XX  that  a  large  amount  of 
taxes  was  collected  on  omitted  property  up  to  February 
15,  1902,  in  the  following  counties:  Black  Hawk,  Boone, 
Bremer,  Buchanan,  Butler,  Cedar,  Clayton,  Clinton,  Des 
Moines,  Dubuque,  Floyd,  Hardin,  Jackson,  Mitchell,  Polk, 
Scott,  Webster,  and  Winneshiek.  In  this  list  of  counties 
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the  amount  of  moneys  and  credits  listed  for  the  period  from 
1899  to  1903  was  from  two  to  five  times  as  great  as  in  the 
period  from  1894  to  1898.  In  Boone  County,  for  example, 
the  increase  was  from  $2,049,119  to  the  large  sum  of  $10,- 
584,107.  It  should  be  stated  that  the  ferret  work  done  in 
many  of  the  counties  up  to  February  15,  1902,  was  super- 
ficial and,  therefore,  belongs  in  class  two  rather  than  three 
as  described  above.  As  a  result  of  these  comparisons  and 
contrasts  it  may  be  safely  assumed  that  in  those  counties 
where  no  ferret  work,  or  at  best  superficial  work,  was  done 
the  listing  of  moneys  and  credits  increased  at  least  two-fold 
in  the  period  from  1899  to  1903  over  that  of  the  period  from 
1894  to  1898.  In  some  cases  the  increase  was  greater.  In 
counties  where  thorough  scientific  work  was  done,  the  in- 
crease of  voluntary  listing  was  about  three-fold  —  in  some 
cases  much  greater.  In  other  words,  an  impartial  study 
reveals  the  fact  that  the  enormous  increase  of  nearly  four 
hundred  millions  of  dollars  —  the  listing  more  than  doubled 
—  in  the  second  five  year  period  was  due  to  a  number  of 
causes,  one  of  which  was  the  operation  of  tax  ferrets. 

Turning  again  to  a  consideration  of  specific  counties,  the 
listing  in  Allamakee  increased  but  very  little  from  1899  to 
1907,  inclusive.  For  about  five  years  the  listing  remained 
practically  stationary.  In  1907  Peisen  and  Welch,  a  firm 
of  accountants  very  thorough  in  their  methods,  received  a 
contract  to  list  omitted  property.  They  began  work  Janu- 
ary 1,  1908;  and  largely  as  a  result  of  their  labors,  it  ap- 
pears that  the  voluntary  listing  of  moneys  and  credits  in- 
creased about  four  hundred  thousand  dollars  in  1908  —  or 
in  other  words,  nearly  twice  as  much  as  the  increase  for 
the  entire  period  from  1899  to  1907,  inclusive.  If  one  de- 
sires to  be  fair  in  this  study  it  is  hard  to  avoid  such  a  con- 
clusion. 

In  Benton  County  where  no  work  was  done,  the  listing  of 
moneys  and  credits  in  1900  was  $2,005,121  and  only  $2,430,- 
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036  in  1906  —  an  increase  of  about  four  hundred  thousand 
dollars.  In  fact,  the  listing  remained  practically  the  same 
during  the  years  from  1903  to  1906.  But  during  the  period 
from  1906  to  1908  this  county  was  quite  thoroughly  worked 
by  Ben  McCoy.  In  1907  the  voluntary  listing  was  $3,132,- 
461  —  an  increase  of  more  than  seven  hundred  thousand  dol- 
lars. Again  in  1908  there  was  a  voluntary  listing  of  $3,- 
568,632  —  an  additional  increase  of  more  than  four  hundred 
thousand  dollars  —  making  a  total  increase  of  over  a  million 
dollars  in  two  years  as  compared  with  a  previous  increase 
of  about  four  hundred  thousand  dollars  in  six  years  and 
practically  no  increase  for  the  four  years  just  preceding  the 
operation  of  the  inquisitor.  Readers  thoroughly  familiar 
with  local  conditions  will  be  the  best  able  to  judge  as  to  the 
value  of  this  data.  It  must  be  conceded,  however,  that  the 
work  of  Ben  McCoy  was  an  important,  perhaps  the  most  im- 
portant, single  factor  in  producing  this  result. 

Black  Hawk  is  also  an  instructive  county.  Heavy  col- 
lections on  omitted  property  were  made  there  early  in  1900. 
Attention  has  already  been  called  to  the  great  increase  of 
listing  during  the  period  from  1899  to  1903  as  compared 
with  the  period  from  1894  to  1898,  an  increase  from  $5,064,- 
807  to  $15,810,494.  The  listing  in  1899  was  $2,635,572,  and 
$3,423,629  in  1900  — an  increase  of  about  eight  hundred 
thousand  dollars.  A  decrease  of  about  four  hundred  thou- 
sand in  1901  was  followed  by  a  larger  increase  in  1902. 
In  other  words,  the  voluntary  listing  in  1902  was  nearly  a 
million  dollars  greater  than  in  1899.  Other  forces,  no  doubt, 
operated,  but  this  large  increase  was  due  in  no  small  meas- 
ure to  the  work  of  Peisen  and  Welch.  Following  1902  no 
additional  tax  ferret  work  was  done  until  early  in  1907, 
when  a  contract  was  received  by  Ben  McCoy.  The  reader 
should  note  that  the  listing  of  moneys  and  credits  in  1906 
was  only  $3,168,945  as  compared  with  $3,527,516  in  1902  - 
a  decrease  of  more  than  four  hundred  thousand  dollars. 
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In  fact,  the  amount  dropped  to  $2,951,536  in  1905.  Fol- 
lowing the  work  of  the  inquisitor  the  listing  again  increased 
about  eight  hundred  thousand  dollars  in  the  period  from 

1907  to  1908. 

In  Boone  County  some  superficial  work  has  been  done, 
which  has  had  little  or  no  effect.  As  already  explained,  this 
class  of  work  has  been  done  in  a  large  number  of  counties 
with  similar  results.  The  writer  is  convinced  that  the 
large  increase  for  the  period  from  1899  to  1903  over 
that  of  the  period  from  1894  to  1898  was  primarily  the  re- 
sult of  other  causes,  although  some  collections  were  made 
on  omitted  property  as  will  be  seen  from  Table  XX. 

In  Cedar  County  rather  thorough  work  has  been  done, 
the  results  of  which  are  apparent.  In  Cerro  Gordo  County, 
however,  the  effect  of  voluntary  listings  has  not  been  so 
manifest.  Clayton,  on  the  other  hand,  which  has  been 
worked  as  thoroughly  as  any  county  in  the  State  since  1900, 
shows  a  heavy  listing  of  moneys  and  credits  when  one  con- 
siders that  it  is  distinctly  an  agricultural  community  with 
no  large  cities.  It  reveals  the  effect  of  careful,  scientific 
work  done  year  after  year  as  compared  with  the  superficial 
efforts  of  the  "long  distance"  inquisitor.890  For  example, 
the  voluntary  listing  of  moneys  and  credits  in  Clayton  for 

1908  was  $3,545,681  as  compared  with  the  following  counties 
of  about  the  same  wealth  and  population :    Dallas,  $2,184,- 
944;  Crawford  (larger  taxable  value  but  less  population), 
$822,034;  Boone,  $1,842,900;  Carroll,  $556,390;  Hardin,  $2,- 
346,663 ;  Harrison,  $1,798,215 ;  Lee,  (more  wealth  and  popu- 
lation), $2,041,992;  Muscatine,  $2,856,732;  Sioux,  $1,030,- 
718 ;  Story,  $2,385,828 ;  and  Washington,  $3,204,976.    Some 
of  the  counties  named  have  been  worked  by  ferrets  and 
others  represent  practically  virgin  soil  —  for  example,  Car- 
roll. 

No  one  will  seriously  contend  that  Clayton  County  should 
show  a  voluntary  listing  of  moneys  and  credits  nearly  seven 
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hundred  thousand  dollars  greater  than  Muscatine  —  at  least 
that  must  have  been  the  opinion  of  the  County  Board  of 
the  latter  county  when  it  employed  Ben  McCoy  in  Decem- 
ber, 1908.  Following  his  work,  it  is  said  that  the  total 
amount  of  moneys  and  credits  reported  by  the  assessors  for 
1909  was  $3,822,475  —  an  increase  of  a  million  dollars  which 
did  not  include  an  additional  $416,582  listed  by  the  inquisi- 
tor over  and  above  the  regular  assessment  roll.891 

This  discussion  might  be  continued  almost  indefinitely; 
but  enough  has  been  said  to  enable  the  critical  reader,  with 
his  knowledge  of  local  conditions  in  a  certain  county,  to 
form  an  independent  judgment.  Thorough  ferret  work  has 
been  done  from  time  to  time  in  the  following  counties: 
Fayette,  Dallas,  Floyd,  Henry,  Jones,  Mahaska,  Marshall, 
Polk,  Page,  Wapello,  Warren,  and  Woodbury.  In  some  of 
these  counties  careful  work  has  been  done  for  a  period  of 
years  —  for  example,  Page,  Polk,  and  Henry.  In  other 
cases,  the  work  has  not  been  continuous. 

In  concluding  this  study  it  is  desired  to  call  special  at- 
tention to  the  results  obtained  in  some  of  the  counties  men- 
tioned. In  Page  County  the  contract  of  Ben  McCoy  has 
been  renewed  from  time  to  time  since  1900,  and  the  last 
one  does  not  expire  until  January  1, 1912.  The  actual  work, 
since  1907,  has  been  done  for  the  most  part  by  M.  W.  Moir, 
a  careful  accountant  who  also  did  the  work  in  Fremont 
County,  to  which  reference  has  been  made.  In  proportion 
to  wealth  and  population  this  county  and  Clayton  are 
among  the  first  from  the  standpoint  of  voluntary  listing 
of  moneys  and  credits.  The  increase  has  been  gradual  un- 
til in  1908  the  large  sum  of  $3,278,250  was  listed.  Henry 
County  belongs  in  the  same  general  class,  where  the  con- 
tract of  Ben  McCoy  has  been  renewed  yearly  since  1900, 
and  the  last  one  does  not  expire  until  January  1,  1911.  The 
amount  of  moneys  and  credits  voluntarily  listed  for  taxa- 
tion increased  gradually  until  in  1908  it  reached  the  large 
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sum  of  $2,887,306.  If  the  reader  desires  to  form  a  judg- 
ment concerning  the  most  effective  tax  ferret  work,  he 
should  compare  the  actual  value  of  moneys  and  credits 
listed  in  Henry,  Clayton  and  Page  Counties,  with  that  of 
other  counties  having  an  equal  wealth  and  population.  He 
should  make  his  comparison  first  where  no  inquisitor  work 
has  been  done  and  second  where  the  work  done  has  been 
hasty  and  superficial. 

Finally,  Polk  and  Cedar  Counties  represent  the  work  of 
Worthington  and  Boynton  of  Des  Moines,  a  firm  of  ac- 
countants who  are  also  thorough  in  their  methods.  In 
Cedar  County  the  work  was  commenced  in  February,  1901, 
and  the  voluntary  listing  increased  the  following  year.  In 
Polk  County  the  contract  has  been  renewed  without  a  break 
since  1900.  While  the  increase  was  very  large  for  the  five 
year  period  from  1899  to  1903  as  compared  with  that  of  the 
period  from  1894  to  1898,  it  has  not  been  so  manifest  con- 
sidered year  by  year  since  1900.  Thorough  inquisitor  work 
was  done  some  time  after  the  passing  of  the  ferret  law 
which,  it  appears,  was  followed  in  1901  by  an  increase  of 
about  five  hundred  thousand  dollars  in  the  voluntary  listing 
of  moneys  and  credits  and  an  additional  increase  of  eight 
hundred  thousand  dollars  in  1902.  In  two  years  the  volun- 
tary listing  increased  from  $3,396,927  to  $4,685,622.  In 
1903,  however,  there  is  a  decrease  of  about  a  million  dollars 
followed  in  1904-1905-1906  by  an  increase,  the  highest  point 
being  reached  in  1906  with  a  voluntary  listing  of  $4,931,870. 
Finally,  in  1907  the  amount  again  falls  off  a  million  dollars 
and  is  increased  in  1908  to  $4,664,364.  In  other  words,  the 
increase  has  been  irregular;  but  considering  the  period 
from  1899  to  1909  as  a  whole  it  has  been  very  great.  Mak- 
ing the  study  in  five  year  periods,  the  following  results  are 
obtained:  1894-1898,  listing  $7,413,989;  1899-1903,  listing 
$18,984,585,  an  increase  of  $11,570,596;  and  finally,  1904- 
1909  listing,  $26,408,493,  an  additional  increase  of  $7,413,- 
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908,  or  an  amount  equal  to  the  total  listing  for  the  first 
period.892 

It  will  be  recalled  from  Table  XXI  that  the  total  amount 
of  taxes  collected  on  omitted  property  in  Polk  County  was 
$295,417.96  during  the  period  from  1900  to  1909.  This 
large  sum,  being  collected  from  property  which  was  listed 
after  the  regular  assessment  roll  was  completed,  is  not  in- 
cluded in  the  voluntary  listing  above  outlined.  Considering 
the  high  tax  rate  of  Des  Moines,  a  collection  of  $295,417.96 
represents  a  listing  of  omitted  property  of  at  least  $12,000,- 
000.  Adding  this  sum  to  the  increase  of  $11,570,596  for 
1899-1903  and  $7,413,908  for  1904-1909,  we  have  a  total  in- 
crease of  more  than  thirty  million  dollars.893 

It  may  be  justly  claimed  that  much  of  this  increase  has 
resulted  from  the  natural  advance  in  the  wealth  and  pros- 
perity in  Polk  County ;  but  it  can  not  be  reasonably  denied 
that  a  large  part  has  also  been  due  to  the  labor  of  inquisi- 
tors. It  must  be  admitted,  however,  that  when  one  considers 
wealth  and  population,  Polk  County  does  not  compare  favor- 
ably with  Page,  Clayton  and  Henry  Counties,  where  thor- 
ough ferret  work  has  also  been  done.  Clayton  with  a  total 
taxable  value  of  $7,286,842  (the  actual  value  being  four 
times  as  great)  listed  $3,545,681  in  moneys  and  credits.  On 
the  other  hand,  Polk  County  with  a  total  taxable  value  in 
the  same  year  of  $26,655,347  listed  only  $4,664,364  of  mon- 
eys and  credits.  Had  Polk  listed  in  the  same  ratio  the 
amount  of  moneys  and  credits  voluntarily  returned  would 
have  been  more  than  twelve  million  dollars.  Two  conclu- 
sions are  possible :  first,  that  conditions  are  essentially  dif- 
ferent in  the  two  counties ;  or  second,  that  a  vast  amount  of 
moneys  and  credits  in  Polk  County  is  still  escaping  the  vig- 
ilance of  the  inquisitors. 

Nor  does  Polk  County  compare  favorably  with  Scott 
County,  where  ferrets  have  not  operated  for  several  years. 
With  a  total  taxable  property  of  $17,903,507  in  1908,  Scott 
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County  listed  $7,514,782  in  moneys  and  credits.  Manifestly, 
conditions  are  essentially  different  in  the  two  counties. 
Scott  has  a  vast  amount  of  money  loaned  in  this  and  neigh- 
boring States,  while  Polk  is  investing  heavily  in  home  im- 
provements. A  fairer  method  of  comparison  is  to  note 
that  the  listing  has  gradually  declined  in  Scott  County,  the 
amount  in  1902  being  $7,831,180  and  $7,514,782  in  1908.  The 
same  condition  also  prevails  in  Clinton,  Lee,  and  Des 
Moines  counties  where  no  inquisitors  have  operated  for  sev- 
eral years.  Had  ferrets  operated  in  these  counties,  the  his- 
tory of  moneys  and  credits  would  doubtless  have  shown  the 
same  increase  as  in  Clayton,  Henry,  Page,  and  Polk 
counties. 

In  this  and  the  preceding  chapter,  the  history  of  the  tax- 
ation of  moneys  and  credits,  including  the  last  serious  effort 
to  administer  the  system  by  the  enactment  of  a  tax  inquis- 
itor law  in  1900,  has  been  reviewed.  The  conclusions 
reached  may  be  summarized  as  follows:  first,  that,  wisely 
or  unwisely,  moneys  and  credits,  have  always  been  included 
in  the  general  property  tax  of  Iowa ;  second,  that  the  public 
at  large,  officials,  and  authorities  on  taxation,  all  admit  that 
such  moneys  and  credits  either  escape  taxation  entirely  or 
can  be  listed  only  at  great  difficulty  and  expense ;  third,  that 
the  Code  of  1897  as  construed  by  the  Supreme  Court  gave 
county  boards  the  right  to  employ  inquisitors,  but  did  not 
fix  the  compensation  nor  provide  for  the  filing  of  bonds; 
fourth,  that  as  a  definition  and  limitation  of  powers  al- 
ready existing,  an  act  was  passed  in  1900  requiring  ferrets 
to  give  bonds  and  fixing  their  compensation  at  fifteen  per 
cent  of  the  tax  collected  on  omitted  property;  fifth,  that 
previous  to  or  under  this  •  act  three  classes  of  inquisitor 
work  have  been  done,  the  first  of  which  was  useless  and 
abominable,  the  permanent  value  of  the  second  being  re- 
mote and  perhaps  questionable,  but  the  third,  through  the 
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gradual  education  of  the  public  in  general  and  tax  officials 
in  particular,  has  increased  the  voluntary  listing  of  moneys 
and  credits ;  sixth,  that  the  work  of  ferrets  operating  under 
the  law  of  1900  has  nothing  to  do  with  the  collection  of  taxes 
as  such,  but  merely  consists  in  listing  property  omitted  or 
for  any  reason  withheld  from  taxation,  a  work  which  would 
be  done  by  regular  assessors  if  they  honestly  and  efficiently 
performed  their  legal  duty;  seventh,  that  tax  inquisitors 
are,  therefore,  simply  carrying  out  the  law  which  regular  of- 
ficials would  have  done  save  for  their  ignorance,  incapac- 
ity, or  in  some  cases  plain  dishonesty;  eighth,  the  opposi- 
tion to  tax  ferrets  when  reduced  to  its  lowest  terms  is  in 
reality  opposition  to  the  whole  system  of  taxing  moneys  and 
credits  and  should  be  judged  on  that  basis;  ninth,  that  the 
bulk  of  taxes  collected  from  property  listed  by  inquisi- 
tors is  paid  by  well-to-do  individuals  who,  it  is  claimed, 
are  the  best  able  to  bear  their  share  of  the  public  burdens ; 
and  finally,  that  any  program  of  reform  which  plans  on 
destroying  a  part  of  the  revenue  system  must  also  be  con- 
structive, furnishing  a  more  efficient  rather  than  a  less  ef- 
ficient means  of  realizing  the  goal  of  tax  laws  and  tax  ad- 
ministration, namely,  the  equality  of  the  fiscal  burden. 
To  the  writer  the  plans  of  Iowa  tax  reformers  in  the  past 
appear  to  have  been  primarily  destructive.  A  radical 
change  of  policy  is  imperative  if  it  is  desired  to  make  any 
real  progress.  In  these  days  of  increasing  public  expendi- 
tures it  is  time  wasted  to  talk  of  destroying  one  source  of 
revenue,  bad  as  it  may  be,  until  a  better  and  more  equitable 
one  is  provided.  Legislators  and  reformers  should  have  the 
patience  and  the  industry  to  study  the  revenue  system  his- 
torically and  critically.  In  lieu  of  this  safe  constructive 
policy,  a  less  difficult  path,  that  of  legislative  reform  on  the 
installment  plan,  has  too  often  been  chosen.  Even  eighty 
years  of  failure  to  create  a  revenue  system  by  legislation 
alone  has  failed  to  convince  many  that  real  fiscal  admin- 
istration is  after  all  the  vital  and  necessary  factor. 
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It  will  generally  be  granted  that  the  present  tax  on  mon- 
eys and  credits  is  antiquated,  unjust,  and  inequitable, 
whether  it  is  collected  or  is  not  collected.  If  collected,  it 
amounts  in  some  cases  to  almost  a  confiscation  of  property 
—  a  thirty,  forty,  or  even  fifty  per  cent  income  tax,  a  fact 
which  causes  many  authorities  to  believe  that  it  places  a 
premium  on  perjury,  fraud,  and  evasion.  In  other  words, 
if  successful  from  the  standpoint  of  the  treasury  this  tax 
is  a  miserable  failure  from  every  other  standpoint.  On  the 
other  hand,  if  credit  instruments  evade  the  tax  burden  — 
the  rule  and  not  the  exception  —  the  logical  tendency  is  to 
debauch  the  public  morals  and  undermine  and  subvert  the 
whole  revenue  system.  Whether  successful  or  unsuccessful 
the  tax  under  consideration  is  a  failure.  Nevertheless,  it 
is  a  crude  method  of  measuring  tax-paying  ability;  and  it 
will  doubtless  remain  a  fiscal  anachronism  until  some  bet- 
ter system  is  the  result  of  constructive  statesmanship.  It 
should  be  said  to  the  credit  of  five  or  six  inquisitors  who  are 
thorough  and  careful  in  their  methods  that  they  have  tem- 
porarily resurrected  this  worn  out  system  and  made  it  at 
least  the  shadow  of  a  success  in  some  of  the  counties  of 
Iowa.  They  have  demonstrated  what  can  be  accomplished 
by  thorough  fiscal  administration,  even  under  the  most  un- 
favorable circumstances. 

These  special  assessors  —  the  tax  ferrets  —  it  should  be 
said  in  conclusion,  may  be  destroyed  or  superseded  in  three 
ways :  first,  by  electing  regular  officials  able  and  willing  to 
administer  present  tax  laws,  a  plan  which  everyone  knows 
to  be  impracticable  and  impossible ;  second,  by  repealing  the 
law  of  1900  together  with  certain  sections  of  the  Code  of 
1897,  a  scheme  which  would  be  a  backward  and  not  a  for- 
ward step ;  and  finally,  by  creating  a  fiscal  system  from  the 
standpoint  both  of  legislation  and  administration  better 
able  to  compel  all  classes  to  bear  their  just  share  of  the 
legitimate  burdens  of  society. 
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CHAPTER  I 

1  United  States  Statutes  at  Large,  Vol.  IV,  p.  701 ;  Vol.  V,  pp. 
10,  235. 

2  Laws  of  Wisconsin,  1837-1838,  pp.  384-404,  497,  498. 

3  United  States  Statutes  at  Large,  Vol.  V,  p.  237. 

4  Laws  of  Iowa,  1838-1839,  pp.  401-419. 

5  Laws  of  Iowa,  1838-1839,  p.  401. 

6  Part  I  of  this  volume  will  present  a  brief  outline  of  the  develop- 
ment of  the  general  property  tax;  while  specific  problems  in  taxa- 
tion will  so  far  as  practicable,  be  discussed  critically  and  historically 
in  Part  II  of  this  volume  and  in  Part  III  of  volume  II. 

7  Laws  of  Iowa,  1838-1839,  pp.  402,  403. 

8  Laws  of  Iowa,  1838-1839,  pp.  404,  405. 

9  Laws  of  Iowa,  1838-1839,  p.  405. 

10  Laws  of  Iowa,  1838-1839,  p.  409. 

11  "Seven  dollars  for  every  one  hundred  dollars,  of  county  tax  by 
him  collected,  and  in  the  same  proportion  for  less  sums,  to  be  re- 
tained by  him,  in  making  payment,  and  credited  therefor  in  his 
settlement  with  the  board  of  county  commissioners,  five  per  centum 
commission,  where  goods  are  distrained,  and  taxes,  commission  and 
charges  paid  before  sale;  eight  per  centum  commission  on  sales  of 
distress  and  charges  for  keeping  property  distrained,  together  with 
the  tax  and  charges  out  of  the  monies  received  therefrom ;  on  sales 
of  real  estate,  five  per  centum  on  the  amount  for  which  the  same 
is  exposed  to  sale,  and  twenty-five  cents  for  each  certificate  of  sale 
under  this  act,  which  are  to  be  added  to,  and  estimated  in,  the  sumr 
for  which  any  tract  of  land,  or  lot,  or  part  thereof,  shall  be  sold". — 
Laws  of  Iowa,  1838-1839,  p.  413. 
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12  Laws  of  Iowa,  1838-1839,  pp.  416-418. 

13  This  important  revenue  act  which  was  adopted  from  the  laws  of 
the  original  Territory  of  Wisconsin  contains  the  following  pro- 
visions: 

"  [SECTION  1.]  That,  for  the  purpose  of  raising  a  Territorial  rev- 
enue, to  defray  the  expenses  authorized  by  law  to  be  paid  out  of 
the  Territorial  Treasury,  it  shall  be  the  duty  of  the  county  com- 
missioners of  each  of  the  counties  of  this  Territory,  at  the  time  of 
the  filing  of  the  assessment  roll,  to  deduct  from  the  gross  amount 
of  taxes  there  charged,  five  per  cent,  to  be  set  apart,  by  the  said 
county  commissioners,  as  a  debt  due  from  said  county  to  the  Ter- 
ritory. 

SEC.  2.  The  county  commissioners  shall  furnish  the  Treasurer 
of  the  Territory,  immediately  after  the  same  may  be  filed,  with  a 
copy  of  the  duplicate  for  their  respective  counties,  for  the  current 
year,  together  with  the  sum  which  will  be  due  from  said  county 
to  the  Territory,  for  that  year. 

SEC.  3.  The  first  moneys  which  may  be  returned  by  the  collector, 
collected  from  the  duplicate  of  any  year,  to  the  amount  due  the 
Territory  for  that  year,  from  the  county,  shall  be  retained  by  the 
Treasurer  of  each  county  for  the  use  of  the  Territory,  and  the  coun- 
ty treasurers  shall  pay  over  the  same  upon  the  drafts  or  warrant 
of  the  Treasurer  of  the  Territory. 

SEC.  4.  The  duties,  herein  enjoined  upon  the  county  treasurers, 
shall  be  so  considered,  that  a  departure  therefrom  shall  be  deemed 
a  breach  of  the  conditions  of  their  official  bonds,  so  that  they,  and 
their  securities,  shall  be  liable  to  the  Territory  for  any  loss  which 
may  accrue  therefrom;  and  any  county  treasurer  who  shall  dis- 
honor, or  refuse  to  pay,  the  drafts  of  the  Territorial  Treasurer,  for 
any  money  which  may  be  in  his  hands,  and  due  from  said  county, 
at  the  time,  to  the  Territory,  shall  be  amerced  in  damages  of  fifty 
per  cent."— Laws  of  Iowa,  1838-1839,  pp.  418,  419. 

14  Laws  of  Iowa,  1839-1840,  p.  16. 

15  "An  act  amendatory  to  'An  act  for  assessing  and  collecting 
county  revenue,'  "  approved  January  24,  1839. — Laws  of  Iowa, 
1839-1840,  p.  64. 
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16  It  is  provided  "that  so  much  of  the  act  to  which  this  is  amen- 
datory as  renders  improvements  upon  real  estate  subject  to  tax- 
ation, be  and  the  same  is  hereby  repealed,  and  it  shall  be  the  duty 
of  the  county  assessor  to  assess  any  real  estate  by  him  assessed  at 
the  actual  value,  which  such  real  estate  would  bear  without  the 
improvements  thereupon". — Laws  of  Iowa,  1839-1840,  p.  64. 

17  Laws  of  Iowa,  1839-1840,  p.  65. 

18  The  person  so  refusing  to  testify  is  required  to  pay  the  as- 
sessor five  dollars  for  his  extra  trouble. — Laws  of  Iowa,  1839-1840, 
pp.  65,  66. 

19  In    his    third    annual  message,  submitted  November  3,  1840, 
Governor  Lucas  says :  "  It  will  therefore  become  your  duty  to  adopt 
a  regular  financial  system  for  the  Territory,  by  which  the  Territory 
will  be  enabled  to  control  funds  sufficient  to  meet  the  necessary 
expenses    incidental   to    Territorial    affairs.      I   would,    therefore, 
recommend  to  the  consideration  of  the  legislative  assembly  a  review 
of  the  financial  laws  so  as  to  provide  a  revenue  sufficient  in  amount 
to    meet    the    actual    wants    of  the  government,  distributing  the 
burthen  and  the  benefits  among  every  class  of  community  upon 
principles   of   exact   justice  to   all". — Shambaugh's  Messages  and 
Proclamations  of  the  Governors  of  Iowa,  Vol.  I,  pp.  152,  153. 

20  House  Journal,  1840-1841,  p.  30. 

21  In  this  report  the  Auditor  says:  "Permit  me  to  suggest  to 
the  Legislative  Assembly,  a  revision  of  existing  laws  levying  and 
regulating  the  Territorial  Revenue. 

"I  am  aware  that  by  some  it  may  be  considered  measurably  un- 
important to  adopt  and  establish  any  permanent  financial  system 
under  a  Territorial  Government.  But  when  it  is  considered  that 
there  are  many  expenses  incidental  to  our  present  form  of  govern- 
ment, which  it  is  not  to  be  expected  that  the  General  Government 
will  pay — and  which  cannot  be  claimed  as  a  right,  it  certainly  can- 
not be  deemed  otherwise  than  correct  policy  to  levy  upon  correct 
principles,  a  Territorial  Tax,  the  burthen  of  which  shall  be  equal 
upon  all  classes  of  citizens. 

' '  The  present  revenue  laws  of  the  Territory  authorizes  the  respec- 
tive boards  of  county  commissioners  to  assess  a  tax  for  county  pur- 
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poses,  which  assessment  is  regulated  entirely  by  the  necessities  of 
the  respective  counties. 

"Five  per  cent  upon  this  assessment  constitutes  the  territorial 
revenue.  It  will  be  seen  that  under  our  present  financial  laws  the 
burthen  of  a  Territorial  Tax,  levied  as  at  present,  operates  un- 
equally upon  the  different  counties.  In  some  counties  it  may  be 
found  necessary  to  levy  a  heavy  tax,  while  in  others,  a  compara- 
tively light  tax  would  be  found  sufficient  for  county  purposes. 

"The  amount  of  tax  at  present  assessed  for  Territorial  purposes, 
is  deemed  sufficient  for  the  ordinary  expenses  that  are  now  made 
payable  out  of  the  Territorial  Treasury,  provided  the  amount  as- 
sessed be  promptly  paid — but  it  is  to  be  feared  that  in  consequence 
of  the  liabilities  of  many  of  the  counties,  where  county  orders  have 
been  issued  to  the  creditors  of  the  county,  and  are  outstanding  for 
a  greater  amount  than  the  tax  assessed,  which  county  orders  are 
receivable  in  payment  for  tax,  that  the  collectors  will  not  be  en- 
abled by  the  receipts  in  money  for  tax  to  pay  the  per  cent  appli- 
cable to  territorial  purposes. 

"I  would  therefore  recommend  that  the  laws  regulating  a  Ter- 
ritorial Revenue  be  so  amended  as  to  operate  equally  upon  every 
class  of  citizens  and  that  the  amount  assessed  for  Territorial  pur- 
poses be  required  to  be  paid  in  money." — House  Journal,  1840- 
1841,  pp.  30,  31. 

22  Laws  of  Iowa,  1840-1841,  p.  100. 

23  The  report  of  the  Territorial  Agent,  made  December  12,  1841  r 
contains  the  following  statement:  "Upon  commencing  the  work  on 
the  Capitol  the  past  spring,  the  only  means  in  my  hands  for  its 
prosecution  were  the  notes  on  hand  given  in  payment  for  lots  in 
Iowa  City,  amounting  to  $18,282 [.] 75. — I  found  that  it  would  be 
impossible    to    render  these  notes  available  by  the  collection  of 
money  to  an  extent  that  would  enable  the  Superintendent  of  the 
Capitol  to  continue  the  work.  .  .  .    unless  further  provisions  be 
made,  at  the  present  session  of  the  Legislative  Assembly,  for  mak- 
ing available  the  means  under  my  control  for  the  prosecution  of 
the  work  on  the  Capitol,  but  little  can  be  done  towards  its  com- 
pletion   during   the    next  year." — House  Journal,  1841-1842,  pp. 
36,  37. 
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24  Speaking  of  work  on  the  Capitol  he  says :  ' '  I  was  under  the 
necessity  of  contracting  debts    (in  anticipation  of  collection,)    for 
provisions,  and  other  incidental  expenses  necessary  in  establish- 
ing a  boarding  house  at  the  stone  quarry  situate  ten  miles  up  the 
Iowa  River". — Council  Journal,  1842-1843,  p.  193. 

25  Council  Journal,  1842-1843,  pp.  193,  194.     Cf.  Shambaugh's 
Iowa  City:  A  Contribution  to  the  Early  History  of  Iowa,  Ch.  IV. 

26  "Our  population,"  writes  the  Governor,  "like  that  of  most 
new  countries,  is  made  up,  in  a  great  degree,  of  enterprising  and 
industrious  individuals  with  young  and  dependent  families,  whor 
urged  by  the  hope  of  bettering  their  condition,  press  forward  to 
the  frontier  with  very  limited  means ;  and  all  the  money  they  bring 
with  them,  as  well  as  the  first  products  of  their  labor,  is  immediately 
absorbed  in  the  purchase  of  small  portions  of  land,  and  in  efforts 
to  render  it  available  for  their  subsistence". — Shambaugh's  Mes- 
sages and  Proclamations  of  the  Governors  of  Iowa,  Vol.  I,  p.  264. 

27  The  following  were  the  chief  provisions  of  the  revenue  bill 
as  summarized  in  the  Standard  editorial: 

"First.  The  gross  amount  of  tax  to  be  levied  for  County  and 
Territorial  purposes,  is  five  mills  upon  the  dollar — one-fourth  mill 
for  the  use  of  the  Territory.  There  is  excepted  from  assessment 
one  hundred  dollars  worth  of  household  furniture,  libraries,  agricul- 
tural implements,  tools  of  mechanics,  sheep,  the  property  of  all  lit- 
erary institutions,  and  buildings  not  valued  at  more  than  $200. 

"Ferry  licenses  are  to  be  taxed  not  less  than  two  nor  more  than 
fifty  dollars  per  annum;  Clock  pedlars  one  to  three  hundred  dol- 
lars ;  other  pedlars  ten  to  fifty  dollars ;  and  Grocery  keepers  twenty- 
five  to  one  hundred  dollars  per  annum.  A  poll  tax  of  fifty  cents 
may  be  levied  on  all  male  citizens  over  twenty-one  and  under  fifty 
years  of  age. 

"Second.  Lands  are  to  be  classed  and  valued  at  rates  running 
from  eight  dollars  for  the  best  and  one  dollar  and  twenty-five  cents 
for  the  poorest,  or  least  cultivated,  and  taxed  accordingly. 

"Town  lots  are  to  be  similarly  classed  (and  here  we  would  re- 
mark that  unless  the  bill  is  modified,  town  lots  would  SEEM  to  be 
subject  to  the  same  rates,  viz:  Eight,  five,  &c.  dollars  per  acre, — as 
other  lands.)  Buildings  valued  at  over  two  hundred  dollars  are 
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to  be  '  taxed  accordingly, '  as  the  law  expresses  it,  and  the  tax  to  be 
a  lien  on  the  building. 

"Third.  Personal  property  is  to  be  taxed  according  to  the  fol- 
lowing rate  of  valuation,  viz:  Horses  from  one  to  three  years  old 
shall  be  valued  at  twenty  dollars;  from  three  to  fifteen,  at  forty 
dollars ;  neat  cattle  from  one  to  three,  at  four  dollars ;  from  three  to 
fifteen,  at  ten  dollars;  hogs  over  eight  months  old,  at  fifty  cents; 
wagons  and  carriages  to  be  valued  by  the  Assessor  and  owner  to 
the  best  of  their  judgment ;  clocks  and  silver  watches  at  ten  dollars 
each;  gold  watches  at  seventy-five  dollars;  stock  of  merchants  to 
be  rated  at  the  average  amount  of  what  they  annually  sell,  to  be 
given  in  under  oath  by  themselves  or  clerks. 

"The  valuations  above  provided  for  to  remain  a  fixed  rate  for 
five  years  unless  sooner  altered  by  the  Legislature. 

"Persons  may  be  sworn  as  to  the  value  of  their  property,  and 
if  they  refuse  to  testify,  the  Collector  can  recover  from  them  the 
sum  of  five  dollars  as  compensation  for  ascertaining  the  value. 

"Assessors  are  to  receive  as  compensation  three  per  cent,  on  the 
total  amount  of  assessed  value.  Collectors  to  receive  five  per  cent. ; 
and  in  case  of  distress  issued  two  per  cent,  additional. 

"In  case  taxes  are  not  paid  by  the  first  Monday  in  January, 
distress  may  be  issued;  and  if  land  be  levied  upon  it  shall  be  put 
up  for  sale  on  the  third  Monday  in  February.  Certificates  of  pur- 
chase to  be  given,  and  the  debtor  to  have  two  years  to  redeem  in, 
by  paying  fifty  per  cent  interest." — The  Iowa  Standard,  Vol.  Ill, 
No.  7,  January  19,  1843. 

28  The  Iowa  Standard,  Vol.  Ill,  No.  8,  January  26,  1843. 

29  The  Iowa  Standard,  Vol.  Ill,  No.  8,  January  26,  1843. 
^Revised  Statutes,  1842-1843,  pp.  546,  547. 
^Revised  Statutes,  1842-1843,  p.  548. 

^Revised  Statutes,  1842-1843,  p.  549. 
33  Revised  Statutes,  1842-1843,  p.  559. 
^Revised  Statutes,  1842-1843,  p.  554. 
^Revised  Statutes,  1842-1843,  p.  563. 
^Revised  Statutes,  1842-1843,  p.  552. 
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37  The  Iowa  Standard,  Vol.  Ill,  No.  49,  December  7,  1843. 

38  Revised  Statutes,  1842-1843,  p.  564. 

39  The  Iowa  Standard,  Vol.  Ill,  No.  49,  December  7,  1843. 

40  House  Journal,  1843-1844,  p.  32. 

41  The  Iowa  Standard,  Vol.  IV,  No.  1,  January  4,  1844. 

42  The  Iowa  Standard,  Vol.  IV,  No.  1,  January  4,  1844. 

43  Laws  of  Iowa,  1843-1844,  p.  32. 

44  Laws  of  Iowa,  1843-1844,  p.  30. 

45  Laws  of  Iowa,  1843-1844,  p.  30. 

46  According  to  The  Iowa  Standard  "the  following  are  the  most 
striking  provisions  of  the  new  revenue  (or  taxation)  law,  which  has 
just  passed  the  Legislature.    It  is  probably  the  best  and  most  con- 
sistent act  of  the  kind  that  has  ever  found  a  place  upon  our  statute 
book.    Each  township  (or  precinct)  is  to  elect  an  assessor,  who  is 
to  receive  $1.50  per  day,  and  no  person  is  to  be  compelled  to  serve 
as  assessor  for  two  years  in  succession.  The  Treasurer  of  the  county 
is  to  be  Collector,  and  receive  five  per  cent,  upon  all  moneys  received 
and  disbursed  by  him,  together  with  Constables'  fees  and  mileage 
in  case  of  making  distress  and  sale.    All  property  to  be  assessed 
at  its  cash  value,  taking  into  consideration  the  quality  of  the  land, 
and  all  local  advantages;  the  following  to  be  exempted:  property 
of  the  United  States  and  of  the  Territory;  the  personal  property 
of  all  incorporated  literary  and  charitable  associations — and  real 
estate  actually  occupied  by  them  for  the  purposes  of  their  creation ; 
all  churches  and  burial  grounds;  one  hundred  dollars  worth  of 
household  furniture,  and  farming  utensils,  mechanics  tools    and 
private  libraries,  except  when  they  exceed  in  value  $100 ;  horses  and 
cattle  under  one  year,  and  swine  and  sheep  under  six  months.    The 
amount  of  tax  that  the  County  Commissioners  may  levy  for  county 
purposes  is  5  mills  upon  a  dollar.    A  poll  tax  of  not  more  than  50 
cents  may  be  levied  upon  each  male  person  over  21;  but  the  polls 
and  estate  of  persons  who  by  reason  of  age,  infirmity  and  poverty, 
may  in  the  judgment  of  the  assessors  be  unable  to  contribute  to- 
wards the  public  charges,  may  be  by  them  exempted  from  taxation ; 
such  judgment  being  subject  to  the  reversal  or  ratification  of  the 
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County  Commissioners.  The  assessor  is  to  commence  his  assessment 
on  or  before  the  3d  day  of  May,  and  on  or  before  the  15th  of  June 
make  return  to  the  Commissioners'  Clerk.  The  Board  of  Commis- 
sioners to  hold  an  annual  meeting  on  the  first  Monday  in  July,  for 
the  purposes  of  equalization  and  levying  the  county  tax.  The  tax- 
list  to  be  delivered  to  the  Treasurer  on  or  before  the  3d  Monday 
in  August,  who  is  to  give  notice  to  attend  in  each  township  or 
precinct  at  the  place  of  holding  elections,  upon  some  day  in  Sep- 
tember, for  the  purpose  of  receiving  taxes;  and  he  is  then  to  at- 
tend at  his  office  at  the  seat  of  Justice,  during  the  months  of  Octo- 
ber, November  and  December,  for  the  same  purpose.  On  the  first 
Monday  in  January  he  is  to  make  his  return  to  the  Board  of  County 
Commissioners. 

"If  any  person  neglect  or  refuse  to  pay  his  tax,  then  the  Treas- 
urer is  to  make  distress  of  his  goods,  except  such  as  are  exempt 
from  taxation.  The  property  of  a  tenant  in  no  case  to  be  subject 
to  distress  for  the  taxes  of  the  property  he  occupies.  All  taxes  re- 
maining unpaid  to  draw  interest  for  the  first  year,  at  the  rate  of  50 
per  cent.,  and  for  the  second,  at  100  per  cent.  At  the  end  of  two 
years,  all  delinquent  lands  to  be  returned  to  the  District  Court, 
which  shall  hear  the  cause,  and  in  default  of  answer,  decree  the 
same  to  be  sold.  Property  to  be  redeemable  at  any  time  before 
actual  sale." — The  Iowa  Standard,  Vol.  IV,  No.  7,  February 
15,  1844. 

"An  independent  law  has  been  enacted  for  the  purpose  of  raising 
Territorial  Revenue",  reads  another  editorial  in  the  Standard. 
"For  the  present  year,  a  levy  of  half  a  mill  upon  a  dollar  has  been 
ordered. — The  county  Treasurer  is  to  be  the  Collector,  and  to 
proceed  in  the  same  manner,  and  receive  the  same  compensation, 
as  in  case  of  county  revenue.  He  is  to  make  out  a  delinquent  list 
by  the  first  Monday  in  March  of  each  year,  and  in  thirty  days  there- 
after to  settle  with  the  Auditor  and  Treasurer  of  the  Territory,  at 
the  seat  of  government;  and  for  going  to  and  returning  therefrom, 
he  is  to  receive  5  cents  per  mile.  When  the  amount  of  revenue 
collected  is  under  $100,  the  county  Treasurer  is  to  transmit  it  to 
the  Territorial  Treasurer  by  private  conveyance,  at  his  own  risk. ' ' — 
The  Iowa  Standard,  Vol.  IV,  No.  7,  February  15,  1844. 
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47  Laws  of  Iowa,  1838-1839,  p.  401 ;  1840-1841,  p.  66. 
^Revised  Statutes,  1842-1843,  p.  547. 

49  Laws  of  Iowa,  1843-1844,  p.  28. 

50  Laws  of  Iowa,  1845,  pp.  22,  23. 

51  Laws  of  Iowa,  1845-1846,  p.  5. 

52  Shambaugh  's  Messages  and  Proclamations  of  the  Governors 
of  Iowa,  Vol.  I,  p.  95. 

53  House  Journal,  1839-1840,  pp.  64,  65. 

54  House  Journal,  1839-1840,  pp.  65,  66. 

55  Iowa  Capitol  Reporter,  Vol.  I,  No.  4,  December  25,  1841. 

56  See  Shambaugh 's  Fragments  of  the  Debates  of  the  Iowa  Consti- 
tutional Conventions  of  1844  and  1846;  also  Shambaugh 's  History 
of  the  Constitutions  of  Iowa. 

57  The  Iowa  Standard,  Vol.  IV,  No.  6,  February  8,  1844. 

58  Iowa  Capitol  Reporter,  Vol.  Ill,  No.  14,  March  9,  1844. 

59  The  Iowa  Standard,  Vol.  IV,  No.  50,  December  12,  1844. 

60  Iowa  Capitol  Reporter,  Vol.  IV,  No.  30,  September  3,  1845. 

61  Shambaugh 's  Messages  and  Proclamations  of  the  Governors 
of  Iowa,  Vol.  I,  p.  286. 

62  Shambaugh 's  Messages  and  Proclamations  of  the  Governors 
of  Iowa,  Vol.  I,  p.  326. 

63  House  Journal,  1845-1846,  p.  244. 

64  The    act   approved  February  15,  1844,  had  provided  for  the 
levy   of    such    a    "territorial    tax  as  shall  from  time  to  time  be 
directed  by  the  Legislative  Assembly." — Laws  of  Iowa,  1843-1844, 
p.  33. 

65  House  Journal,  1845-1846,  p.  242. 

66  Shambaugh 's  Messages  and  Proclamations  of  the  Governors  of 
Iowa,  Vol.  I,  p.  333. 

67  Laws  of  Iowa,  1838-1839,  p.  401. 
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^Revised  Statutes,  1842-1843,  p.  547. 
69  Laws  of  Iowa,  1845,  pp.  22,  23.' 

CHAPTER  II 

"^Constitution  of  Iowa,  1846,  Art.  II,  Sec.  6. — Shambaugh's 
Documentary  Material  Relating  to  the  History  of  Iowa,  Vol.  I, 
p.  192. 

71  Constitution  of  Iowa,  1846,  Art.  IV,  Sec.  10. — Shambaugh's 
Documentary  Material  Relating  to  the  History  of  Iowa,  Vol.  I 
p.  196. 

72  "One  of  the  most  important  subjects",  writes  the  Governor, 
"demanding  legislative  interposition,  at  the  present  session,  will  be 
that  of  providing  ways  and  means  for  the  support  of  the  State  gov- 
ernment.    In   the    discharge    of   a   task  so  delicate,  and  of  .such 
magnitude  in  its  consequences,  I  cannot  but  express  a  hope  that 
resort  to  temporary  measures  of  relief  may  be  avoided,  and  that 
the  responsibility  may  be  fairly  and  fully  met,  by  the  establish- 
ment of  a  permanent  revenue  system;  which,  after  the  first  year, 
will  secure  to  the  treasury  an  annual  income  adequate  to  the  public 
wants.    Such  a  step  is  believed  to  be  called  for  by  considerations 
of  sound  policy,  and  justified  by  the  events  which  render  it  neces- 
sary.   It  would  be  an  unwarrantable  imputation  upon  the  intel- 
ligence of  the  people,  to  suppose  that  they  omitted  to  inform  them- 
selves of  the  burthens  the  support  of  a  State  government  would 
impose  upon  them  when  they  ratified  the  Constitution;  and  to 
question   their   willingness    now  to  assume  those  burthens,  might 
well  be  regarded  as  a  stigma  upon  their  patriotism". — Shambaugh's 
Messages  and  Proclamations  of  the  Governors  of  Iowa,  Vol.  I,  pp. 
332,  333. 

73  Senate  Journal,  1846-1847,  p.  311. 

74  The  Auditor  said  that  ' '  the  following  counties  have  not  sent 
up  to  this  office  abstracts  of  their  taxable  property  for  the  present 
year,  consequently  I  deem  it  advisable  to  charge  them  in  this  report 
with  all  arrearages,  and  give  what  I  suppose  will  be  their  tax  for 
the  present  year: 

Amount  brought  forward,  $1,700  31 
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Mahaska  county,  Dr. 
To  probable  tax  for  1846,  60  00 

Treasurer  of  Davis  county,  Dr. 

To  balance  due  on  revenue  for  1844,  5  78 

do  do          do  1845,  2619 

probable  revenue  for  1846,  90  00 

Treasurer  of  Scott  county,  Dr. 

To  balance  due  on  revenue  for  1845,  13  87 

probable  tax  for  this  year,  1846,  300  00 

Treasurer  of  Jones  county,  Dr. 
To  probable  tax  for  this  year,  65  00 

Treasurer  of  Jefferson  county,  Dr. 

To  balance  due  on  revenue  for  1845,  1000 

probable  tax  for  this  year,  1846,  350  00 

Treasurer  of  Des  Moines  county,  Dr. 

To  balance  due  on  revenue  for  1844,  231  29 

do  do  do         1845,  22634 

probable  tax  for  this  year,  1846,  1,100  00 

Treasurer  of  Washington  county,  Dr. 
To  probable  tax  for  this  year,  250  00 

Treasurer  of  Linn  county,  Dr. 

To  balance  due  on  revenue  for  1844-5,  $  94  07 

probable  tax  for  this  year,  350  00 

Treasurer  of  Jackson  county,  Dr. 

To  balance  due  on  revenue  for  1844-5,  17  84 

probable  tax  for  this  year,  160  00 

Treasurer  of  Louisa  county,  Dr. 

To  balance  due  for  revenue  for  1844-5,  9400 

probable  tax  for  1846,  300  00 

Treasurer  of  Cedar  county,  Dr. 
To  probable  tax  for  1846  180  00 

Treasurer  of  Wapello  county,  Dr. 
To  probable  tax  for  this  year,  65  00 

Treasurer  of  Johnson  county,  Dr. 
To  probable  tax  for  this  year,  365  00 

Treasurer  of  Dubuque  county,  Dr. 
To  balance  due  on  revenue  up  to  1844,  122  66 

24 
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probable  tax  for  1844,  100  00 

"       "           1845,  12500 

"       "           1846,  18500 

Treasurer  of  Van  Buren  county,  Dr. 

To  probable  tax  for  1845,  650  00 

"       "           1846,  90000 

Treasurer  of  Kishkekosh  county,  Dr. 

To  revenue  for  1845.  6  51 

"    1846,  2500 

$8,167.50 
—Senate  Journal,  1846-1847,  pp.  314,  315. 

75  See  above  p.  8. 

76  Shambaugh's  Documentary  Material  Relating  to  the  History 
of  Iowa,  Vol.  I,  p.  107. 

77  The  editorial  which  is  entitled  ' '  Taxation  and  Non-resident 
Land  Holders"  contains  the  following: 

"Non-residents  who  have  had  capital  to  spare  have  invested 
largely  in  Iowa  land  on  speculation  only.  Their  wish  is,  and  their 
course  will  be,  as  it  ever  has  been  with  this  grade  of  people,  to  let 
their  land  lie  vacant  until  the  actual  settler  has  so  improved  the 
country  that  they  (the  non-residents)  will  realize  large  profits  from 
the  toil  of  the  actual  settler.  The  flagrant  injustice  in  this  course, 
for  which  we  do  not  so  particularly  blame  speculators  as  we  do 
those  who  pretending  to  be  the  conservators  of  the  peoples  interest, 
have  let  their  love  for  the  remnant  of  federalism  that  still  prevails 
in  our  country,  control  them  against  the  best  interests  of  their  con- 
stituents. There  is  no  way  to  reach  this  growing  and  ruinous  evil 
but  by  taxation. 

"It  is  believed  that,  by  the  organic  law,  there  can  be  no  distinc- 
tion made  between  the  settler  and  the  non-resident;  yet  the  legis- 
lature of  the  State  can  cease  to  pass  laws  for  the  taxing  of  im- 
provements and  place  all  the  taxes  on  the  real  estate;  making  no 
distinction  other  than  for  different  grades  of  land,  viz :  first,  second 
and  third  rates. 

' '  Do  this,  and  you  at  once  take  a  part  of  the  burthen  of  taxation 
off  from  the  actual  settler  and  hardy  pioneer  of  the  country,  and 
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divide  it  with  those  who  wish  to  be  benefitted  by  the  labor  and  toil 
of  others,  without  paying  an  equivalent  therefor. 

"The  evil  of  the  present  system  of  land  monopoly  is  multiform 
and  ruinous  in  its  effects  upon  the  country. 

"It  prevents  the  dense  settlement  of  the  country,  and  interferes 
with  the  establishment  of  schools  in  neighborhoods  by  forcing  set- 
tlers so  far  asunder  that  .they  cannot  maintain  teachers. 

"It  prevents  the  proper  improvements  of  roads;  the  building  of 
bridges,  &c. 

"It  discourages  the  farmer  from  making  such  improvements  as 
he  otherwise  would  and  could  afford,  by  levying  a  tax  upon  every 
blow  that  he  strikes  for  the  improvement  of  his  premises. 

"It  establishes  the  idea  that  every  one  has  a  right  to  make  all 
the  money  he  can  off  of  the  labor  of  others,  provided  he  can  do  it 
legally,  without  regarding  the  immorality  of  the  habit. 

"It  insures  a  profitable  return  on  investments  of  money  at  the 
entire  expense  of  the  tillers  of  the  soil,  and  to  the  infinite  injury  of 
every  business  man  within  the  borders  of  the  State. 

"It  prevents  the  cultivation  of  large  tracts  of  land,  causing 
them  to  lie  waste,  to  the  annoyance  and  injury  of  every  farmer  in 
the  neighborhood. 

"We  have  thus  stated  some  of  its  evils — now  for  the  remedy. 
Take  the  taxes  off  of  all  IMPROVEMENTS  and  place  them  alone  on 
the  realty — the  land. 

"This  will  place  the  non-resident  and  the  resident  upon  an 
equality  and  they  pay  taxes  according  to  their  landed  possessions. 

"It  will  en[c]ourage  the  farmer  to  make  better  and  more  beau- 
tiful improvements  upon  his  premises  —  thereby  adorning  the 
country. 

"It  will  make  the  taxes  so  onerous  upon  non-resident  lands  that 
the  holders  will  be  glad  to  sell  at  fair  and  reasonable  prices  to 
those  who  will  improve,  and  divide  the  burthen  of  government 
schools,  &c.,  with  their  neighbors. 

"We  shall  allude  to  this  subject  again." — The  Bloomington 
Herald,  Vol.  I,  No.  23,  October  23,  1846. 

78  The  Bloomington  Herald,  Vol.  I,  No.  27,  November  20,  1846. 

79  The  Bloomington  Herald,  Vol.  I,  No.  27,  November  20,  1846. 


372  HISTORY  OF  TAXATION  IN  IOWA 

80  The  Bloomington  Herald,  Vol.  I,  No.  29,  December  4,  1846. 

81  The  Bloomington  Herald,  Vol.  I,  No.  31,  December  18,  1846. 

82  The  Bloomington  Herald,  Vol.  I,  No.  34,  January  8,  1847. 

83  The  following  account  is  taken  from  The  Bloomington  Herald: 
"At  a  meeting  of  the  citizens  of  Muscatine  county,  convened  at 

the  Court  House  in  the  town  of  Bloomington,  January  2d,  according 
to  previous  notice,  Mr.  G.  W.  Kincaid  was  called  to  the  Chair,  and 
James  Weed  Esq.,  appointed  Secretary.  N.  L.  Stout  was  called 
upon  to  state  the  object  of  the  meeting. 

"On  motion,  the  following  resolutions  were  offered  by  R.  P. 
Lowe,  and  adopted  unanimously,  with  the  exception  of  the  third, 
and  that  with  only  three  dissenting  voices;  one  of  them  voted 
against  it,  because  of  the  last  clause,  vs.  'unless  it  shall  be  for  cor- 
poration purposes  in  town' — so  the  principle  throughout  was  sus- 
tained by  the  meeting. 

"Whereas,  Capitalists  resident  and  non-resident  have  purchased 
especially  in  the  river  counties  of  this  state,  large  quantities  of 
choice  and  selected  lands  for  speculation  rather  than  for  settlement 
and  cultivation,  a  circumstance  highly  injurious  to  the  actual 
occupant  and  cultivator  of  the  soil  in  preventing  that  kind  of  settle- 
ment of  the  country,  desirable  for  organized  society,  in  the  main- 
tenance of  schools,  churches  and  other  ends  and  purposes  incident 
to  a  denser  population  than  can  be  had  under  the  present  system 
of  things  in  this  state. 

"And,  whereas,  these  lands  of  the  capitalists  are  now  being  more 
valuable  by  the  labor  of  the  settler,  whose  improvements  are  in- 
creasing the  same,  and  the  fruits  of  whose  industry  under  the  pres- 
ent law,  are  taxed  to  support  that  very  government,  which  protects 
these  lands,  and  without  which  they  would  be  measurably  valueless ; 
therefore 

"Resolved,  That  in  the  opinion  of  this  meeting  the  existing  rev- 
enue system  is  radically  defective,  and  unequal  in  its  operation,  and 
should  be  reformed. 

"Resolved,  That  in  adjusting  a  system  of  revenue  by  taxation 
the  Legislature  should  aim  to  secure  an  equality  of  its  burdens, 
proportioning  the  same  to  the  benefits  which  the  non-resident 
receives  from  the  labor  of  the  resident,  as  well  as  what  each  receives 
on  the  score  of  protection  from  the  government. 
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•'Resolved,  That  in  order  to  obtain  an  equality  in  the  burthens 
of  a  revenue  system,  a  principle  of  taxation  should  be  adopted, 
with  reference  to  existing  circumstances ;  and  in  looking  to  the  con- 
dition of  land  proprietors  in  this  State,  it  is  believed  that  assess- 
ments on  land  for  taxes  should  be  levied  and  graduated  according 
to  the  relative  value  and  quality  of  the  same,  whether  selected  in 
the  country  or  towns,  and  that  the  value  of  improvements  on  such 
lands  or  town  lots  should  not  be  included  in  the  assessments  unless 
it  should  be  for  corporation  purposes  in  towns. 

"Resolved,  That  in  the  opinion  of  this  meeting  such  a  principle 
of  taxation  would  not  contravene  the  provision  of  Congress  which 
prohibits  the  taxation  of  non-resident  proprietors  more  than 
resident. 

"Resolved,  That  while  in  town  houses  and  fences  by  a  kind  of 
fiction,  are  deemed  land  or  a  part  of  the  realty,  yet  the  same  fiction 
does  not  necessarily  and  should  not  exist  in  legislation,  and  it  is 
claimed  that  the  legislature  have  the  same  power  to  exempt  im- 
provements on  land  from  taxation,  as  they  have  the  poor  man's 
bedding,  his  cow  or  his  pig. 

"Resolved,  That  the  foregoing  preamble  and  resolutions  be  pub- 
lished in  the  Bloomington  Herald,  and  that  a  copy  of  the  same  be 
sent,  by  the  Secretary  of  this  meeting  to  our  representatives  and 
senator  in  the  legislature,  requesting  them  to  go  for  and  advocate 
a  principle  of  taxation  shadowed  forth  in  these  resolutions. 

"On  motion  of  Stephen  Whicher  Esq., 

"Resolved,  That  the  thanks  of  this  meeting  are  due,  and  are 
hereby  tendered,  to  the  editor  of  the  Bloomington  Herald,  for  the 
able  manner  in  which  he  has,  for  the  last  few  months,  advocated 
a  reformed  system  of  revenue  for  Iowa. 

G.  W.  Kincaid,  Chm'n. 

James  Weed,  Sec'y." 

— The  Bloomington  Herald,  Vol.  I,  No.  34,  January  8,  1847. 

84  Laws  of  Iowa,  1846-1847,  p.  137. 

85  Laws  of  Iowa,  1846-1847,  p.  138. 

86  See  above,  p.  6. 

87  Laws  of  Iowa,  1846-1847,  pp.  136,  139. 


374  HISTORY  OF  TAXATION  IN  IOWA 

88  Laws  of  Iowa,  1846-1847,  p.  136. 

89  Laws  of  Iowa,  1846-1847,  p.  138. 

90  Laws  of  Iowa,  1846-1847,  p.  146. 

91  Laws  of  Iowa,  1848,  Extra  Session,  pp.  63,  64. 

92  Shambaugh's  Messages  and  Proclamations  of  the  Governors  of 
Iowa,  Vol.  I,  pp.  397,  398. 

93  See  Chapter  XIV. 

94  Des  Moines,  Scott,  Clinton,  Henry,  and  Johnson  report  noth- 
ing under  the  head  "value  of  money  invested  in  property  of  any 
kind  secured  by  deed,  mortgage,  or  other  evidence  of  claim." — 
House  Journal,  1850,  Appendix  A,  pp.  18,  19. 

96  House  Journal,  1850,  Appendix  A,  pp.  5,  6. 

96  Iowa  Democratic   Enquirer    (Muscatine),   Vol.    Ill,   No.   26, 
January  25, 1851. 

97  Iowa  Democratic  Enquirer  (Muscatine),  Vol.  II,  No.  50,  July 
4, 1850. 

98  Muscatine  Journal,  Vol.  II,  No.  30,  December  21,  1850. 

99  Continuing,  "Justicia"  clearly  states  that  this  results  in  a 
twofold  discrimination : 

"1st.  Their  rights  of  equality  are  violated  by  the  discrimination 
which  is  made  in  favor  of  a  certain  class  of  individuals. 

"2d.  In  consequence  of  this  discrimination,  a  deficit  is  found  in 
the  revenue,  and  they  are  double  taxed  in  order  to  supply  the  de- 
ficiency [.] 

In  other  words,  the  corporate  authorities,  under  the  present  laws, 
not  only  exempt  one  species  of  property  from  taxation,  but  compel 
one  class  of  the  community  to  pay  the  taxes  of  another  class." 
—  Muscatine  Journal,  Vol.  II,  No.  30,  December  21,  1850. 

100  An  act  supplemental  to  the  act  for  the  admission  of  the  States 
of  Iowa  and  Florida  into  the  Union.  —  United  States  Statutes  at 
Large,  Vol.  V,  p.  790. 

101  Laws  of  Iowa,  1850-1851,  p.  66. 
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102  Iowa  Democratic  Enquirer  (Muscatine),  Vol.  Ill,  No.  26,  Jan- 
uary 25,  1851. 

103  Code  of  Iowa,  1851,  pp.  75,  95. 

104  Code  of  Iowa,  1851,  pp.  76,  77. 

105  See  above,  p.  283. 

106  Code  of  Iowa,  1851,  p.  79. 

107  Code  of  Iowa,  1851,  p.  34. 

108  Code  of  Iowa,  1851,  p.  81. 

109  Code  of  Iowa,  1851,  p.  82. 

110  The  term  " County  Board  of  Equalization'*  does  not  appear 
in  the  Code  of  1851. 

111  Code  of  Iowa,  1851,  p.  101. 

112  Code  of  Iowa,  1851,  pp.  82,  83. 

113  Code  of  Iowa,  1851,  p.  88. 

114  Shambaugh's  Messages  and  Proclamations  of  the  Governors 
of  Iowa,  Vol.  I,  p.  432. 

115  House  Journal,  1852,  Appendix,  Auditor's  Report,  p.  2. 

116  Lam  of  Iowa,  1852-1853,  p.  123. 

117  Laws  of  Iowa,  1852-1853,  p.  125. 

118  House  Journal,  1854,  Appendix,  Auditor's  Report,  p.  65. 

119  Shambaugh's  Messages  and  Proclamations  of  the  Governors 
of  Iowa,  Vol.  I,  p.  451. 

120  Laws  of  Iowa,  1856-1857,  p.  193. 

121  Laws  of  Iowa,  1856-1857,  p.  195. 

CHAPTER  III 

122  See  above,  p.  23. 

123  Constitution  of  Iowa,  1857,  Art.  I,  Sec.  6. 

124  Constitution  of  Iowa,  1857,  Art.  Ill,  Sec.  30. 
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125  Constitution  of  Iowa,  1857,  Art.  VIII,  Sec.  2. 
12ft  Constitution  of  Iowa,  1857,  Art.  XI,  Sec.  3. 

127  Constitution  of  Iowa,  1857,  Art.  VII,  Sec.  1. 

128  See  above,  p.  40. 

129  Report  of  Auditor  of  State,  1857,  p.  16. 

130  Report  of  Auditor  of  State,  1857,  p.  18. 

131  "The  result  of  the  present  system",  wrote  Governor  Grimes, 
"is  that  the  county  treasurers  are  almost  independent  of  the  State 
control,  and  the  prompt  receipt  of  money  due  to  the  treasury  can- 
not be  relied  on.    Besides  it  operates  to  the  injury  of  those  coun- 
ties that  pay  their  quota  of  the  revenue  promptly.    A  few  coun- 
ties make  prompt  payments,  while  others  fail  to  do  so.    Auditor's 
warrants    are    issued  to  discharge  the  State  indebtedness,  which 
should  be  discharged  with  the  money  due  from  delinquent  counties. 
These  warrants  draw  eight  per  cent,  interest,  which  is  paid  from 
the  State  treasury,  and  is  contributed  by  the  counties  that  are  not, 
as  well  as  those  that  are  remiss  in  the  discharge  of  their  obligations. 

"The  amount  now  in  arrear  from  the  several  county  treasurers, 
a  very  small  part  of  which  will  ever  be  received  by  the  State; — 
probably  not  two  per  cent. — is  $62,401.94. 

' '  I  recommend  that  each  county  be  required  to  pay  its  proportion 
of  the  State  revenue  by  a  fixed  day,  under  suitable  penalties  for 
non-payment.  If  the  county  treasurers  neglect  their  duties  or  de- 
fault, let  the  burden  fall  upon  the  counties  that  elect  them,  where 
it  belongs." — Shambaugh's  Messages  and  Proclamations  of  the 
Governors  of  Iowa,  Vol.  II,  p.  43. 

132  Shambaugh's  Messages  and  Proclamations  of  the  Governors 
of  Iowa,  Vol.  II,  pp.  43,  44. 

133  Weekly  Express  and  Herald  (Dubuque),  Vol.  XVII,  No.  20, 
February  24,  1858. 

134  Laws  of  Iowa,  1858,  pp.  305-329. 

135  Laws  of  Iowa,  1858,  p.  310. 

136  See  above,  pp.  12,  41. 

137  Laws  of  Iowa,  1858,  p.  315. 
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iS8Laws  of  Iowa,  1856-1857,  pp.  196,  197. 

139  See  above,  p.  48. 

140  Laws  of  Iowa,  1858,  p.  326. 

141  Laws  of  Iowa,  1858,  p.  329. 

142  The  Auditor  also  recommends  that  the  fiscal  year  of  the 
State  should  be  made  to  correspond  with  the  calendar  year.    This 
would  prevent  confusion  and  make  the  reports  date  near  the  time 
of  the  meeting  of  the  General  Assembly. — Report  of  Auditor  of 
State,  1859,  pp.  30-34. 

143  Iowa  State  Journal  (Des  Moines),  Vol.  IV,  No.  1,  February 
11,  1859. 

144  The  Journal  recommended  the  enactment  of  "a  law  declaring 
that  all  lands  upon  which  the  taxes  remain  unpaid  one  year  after 
the  same  become  due,  shall  become  forfeited  to  the  county — that  it 
shall  then  be  the  duty  of  the  County  Treasurer  to  advertise  and 
sell  these  lands  for  the  amount  of  taxes  and  interest,  waiving  on 
behalf  of  the  county  all  irregularities  and  informalities  in  the  sale 
or    advertising,  and  conveying  to  the  purchaser  all  the  title  which 
the  county  has  in  the  property;  if  the  purchaser  is  not  the  owner 
give  him  a  certain  number  of  years  to  redeem  by  paying  taxes  and 
interest,  at  the  expiration  of  which  time  the  right  of  redemption 
ceasing,  the  fee  simple  will  of  course  vest  in  the  purchaser. 

"Such  a  law  will  especially  compel  non-residents  to  pay  their 
taxes  rather  than  run  the  risk  of  forfeiture. 

' '  But  whether  or  not  tax  payers  become  more  prompt  in  the  pay- 
ment of  taxes  under  such  a  law,  county  and  State  would  secure 
the  money  due  upon  the  lands  in  shape  of  taxes,  since  tax  titles 
being  rendered  sure  there  will  always  be  abundant  funds  to  buy 
lands  sold  for  taxes  with  the  certainty  of  realizing  25  per  cent,  in- 
terest upon  the  amount  invested. 

"Of  course  we  are  only  suggesting  the  outlines,  leaving  the 
details  to  the  'Solomons'  of  the  General  Assembly." — Iowa  State 
Journal  (Des  Moines),  Vol.  IT,  No.  1,  February  11,  1860. 

145  Shambaugh's  Messages  and  Proclamations  of  the  Governors 
of  Iowa,  Vol.  II,  p.  235. 
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146  Shambaugh's  Messages  and  Proclamations  of  the  Governors 
of  Iowa,  Vol.  II,  p.  234. 

147  At  this  time  almost  none  of  Chapter  37  of  the  Code  of  1851 
was  in  force  by  virtue  of  its  original  enactment,  although  most  of 
it  was  by  virtue  of  subsequent  enactment.    Some  of  it  was  repealed 
by  Chapter  69  of  the  Laws  of  1852.    More  of  it  was  repealed  by 
Chapter  146  of  the  Laws  of  1856,  which  in  turn  was  largely  re- 
pealed by  Chapter  152  of  the  Laws  of  1858.    The  act  with  many 
amendments  reappears  substantially  in  the  Revision  of  1860,  pp. 
108,  109. 

148  Revision  of  1860,  pp.  48,  49. 

149  Revision  of  1860,  p.  114. 

150  Revision  of  1860,  p.  115. 

151  Revision  of  1860,  pp.  124,  125. 

152  Report  of  Auditor  of  State,  1861,  p.  32. 

153  Shambaugh's  Messages  and  Proclamations  of  the  Governors 
of  Iowa,  Vol.  II;  p.  262. 

154  Shambaugh's  Messages  and  Proclamations  of  the  Governors 
of  Iowa,  Vol.  II,  pp.  268,  269. 

ice  Governor  Kirkwood  also  recommends  that  county  treasurers 
be  paid,  in  lieu  of  salaries,  a  certain  per  cent  on  the  amount  of 
money  collected  and  disbursed,  or  that  a  system  of  township  col- 
lectors, paid  in  the  same  way,  be  established. — Shambaugh's  Mes- 
sages and  Proclamations  of  the  Governors  of  Iowa,  Vol.  II,  p.  271. 

156  Shambaugh's  Messages  and  Proclamations  of  the  Governors 
of  Iowa,  Vol.  II,  pp.  265-268. 

157  The  Iowa  State  Register  (weekly) ,  Vol.  VI,  No.  52,  February 
5,  1862. 

158  Laws  of  Iowa,  1862,  p.  16. 

159  Laws  of  Iowa,  1862,  pp.  17-20. 

160  The  Iowa  State  Register,  Vol.  VII,  No.  2,  February  19,  1862. 

161  House  Journal,  1862,  p.  516 ;  also  Senate  Journal,  1862,  pp. 
542,  543. 
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162  Shambaugh  's  Messages  and  Proclamations  of  the  Governors 
of  Iowa,  Vol.  II,  p.  368. 

A  strong  editorial  appeared  in  The  Iowa  State  Register  approv- 
ing the  action  of  the  Governor. 

"In  another  place  in  the  columns  of  the  REGISTER",  wrote  the 
editor,  "will  be  found  the  reasons  assigned  by  Governor  Kirkwood 
for  withholding  his  approval  from  the  bill  for  the  reduction  of 
salaries  of  District  and  Supreme  Judges,  District  Attorneys  and  the 
Officers  of  State.  They  are  based  exclusively  upon  the  consideration 
that  the  bill,  so  far  as  it  relates  to  certain  Judicial  officers,  would 
be  a  plain  violation  of  the  Constitution.  The  facts  are  presented 
in  a  clear,  comprehensive  manner,  and  on  reflection  we  think  the 
General  Assembly  will  thank  the  Governor  for  assuming  the  respon- 
sibility of  exercising  in  this  instance  the  important  negative  power 
which  the  Constitution  has  placed  in  his  hands.  If  the  provision 
relative  to  the  Judges  had  been  omitted,  we  think  it  probable  that 
the  bill  would  have  received  the  signature  of  the  Executive,  how- 
ever much  he  might  have  differed  with  the  members  of  the  General 
Assembly  as  to  the  policy  of  their  particular  measure  of  reduction 
in  other  respects. 

"As  a  matter  of  relief  to  the  State  Treasury,  the  bill  would  have 
been  of  very  little  consequence,  even  had  it  become  a  law.  It  would 
have  taken  $400  from  the  annual  pay  of  each  of  the  three  Supreme 
Judges;  $300  from  the  salaries  of  each  of  the  State  officers,  save 
the  Governor,  and  $400  from  his;  and  reduced  the  compensation 
of  District  Judges  and  District  Attorneys  respectively  from  $1,600 
to  $1,200,  and  from  $800  to  $600.  It  would  have  added  a  little 
more  than  $8,000  in  the  aggregate  to  the  revenue  of  the  State 
Treasury,  by  taking  it  from  the  income  of  the  officers  above  enu- 
merated, while  the  great  mass  of  men  receiving  lucrative  salaries 
from  corporations  and  other  sources  were  passed  by  unnoticed.  The 
House  Income  Tax  Bill  would  have  reached  all  classes  alike,  raised 
some  $30,000  for  the  State  revenue,  and  been  a  measure  of  visible 
relief.  Inasmuch  as  that  failed  of  becoming  a  law,  we  believe  the 
People  will  have  reason  to  be  thankful  that  the  substitute  for  it 
has  also  failed,  not  only  because  of  the  embarrassment  and  injustice 
it  would  work  to  faithful  present  incumbents,  but  because  of  the 
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premium  it  would  offer  to  incompetent  and  consequently  unprofit- 
able public  officers." — The  Iowa  State  Register,  Vol.  VII,  No.  10, 
April  16,  1862. 

163  Laws  of  Iowa,  1862,  p.  224. 

164  See  Vol.  II,  Chapter  XVII. 

165  Shambaugh's  Messages  and  Proclamations  of  the  Governors 
of  Iowa,  Vol.  II,  p.  321. 

106  Shambaugh's  Messages  and  Proclamations  of  the  Governors 
of  Iowa,  Vol.  Ill,  p.  6. 

167  "From  various  sources,"  wrote  the  Governor,  "my  attention 
has  been  earnestly  invited  to  what,  in  the  opinion  of  many,  are 
cogent  reasons  for  changing  our  present  form  of  County  govern- 
ment.   The  Supervisor  system,  created  by  Act  of  the  Eighth  Gen- 
eral Assembly,  has  failed  to  command  that  general  satisfaction 
which  its  advocates  predicted  and  desired.  .  .  .    Those  who  desire 
a  change,  express  their  preference  for  the  Commissioner  system, 
which  has  prevailed  so  long,  and  operated  successfully,  in  many 
of  the  older  States,  and  if,  after  due  investigation,  any  change  may 
be  deemed  advisable,  I  would  recommend  this  system  to  your  con- 
sideration, as  being  the  most  simple,  and  practical,  of  any  that 
could  be  adopted." — Shambaugh's  Messages  and  Proclamations  of 
the  Governors  of  Iowa,  Vol.  Ill,  pp.  6,  7. 

168  Laws  of  Iowa,  1864,  pp.  42,  43. 

169  Shambaugh's  Messages  and  Proclamations  of  the  Governors 
of  Iowa,  Vol.  Ill,  pp.  39,  40. 

170  Shambaugh's  Messages  and  Proclamations  of  the  Governors 
of  Iowa,  Vol.  Ill,  p.  32. 

171  The  Daily  Iowa  State  Register  contains  the  following  estimate 
of  this  important  bill: 

"Senator  Hilsinger,  of  Jackson  County,  has  introduced  into  the 
upper  branch  of  the  General  Assembly  a  bill  providing  for  the  col- 
lection of  public  moneys  by  Township  Collectors  instead  of  County 
Treasurers,  as  at  present.  The  bill  provides  that  the  Board  of 
Supervisors  in  each  county  may  decide  whether  or  not  the  Town- 
ship system  shall  be  substituted  for  the  County  system.  In  counties 
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where  the  substitution  may  be  made,  the  Collectors  are  to  be  chosen 
at  the  ensuing  general  election,  the  same  as  other  Township  officers, 
hold  their  offices  one  year,  give  bonds  in  amounts  equal  to  fifty  per 
cent,  more  than  the  tax  levied  in  the  township,  make  monthly  re- 
turns of  the  taxes  collected  to  the  County  Treasurers,  and  receive 
as  compensation  two  per  cent,  on  all  sums  due  municipal  corpo- 
rations, and  two  per  cent  on  all  other  funds.  In  case  of  collections 
by  distress  and  sale,  the  collectors  are  to  receive  five  per  cent.  The 
County  Treasurers,  in  counties  where  the  mode  of  collections  shall 
be  changed,  will  be  entitled  to  receive  for  their  services,  one  per 
cent,  of  all  taxes  collected  and  paid  over  to  him  by  the  township 
collectors,  except  municipal  funds;  three  per  cent,  of  non-resident 
taxes  before  duplicate  tax-lists  shall  be  returned,  three  per  cent, 
after  they  shall  be  returned,  and  five  per  cent,  on  taxes  collected  by 
the  sale  of  real  estate. 

"Mr.  Boomer  of  Delaware  county  has  introduced  into  the  House 
a  bill  containing  substantially  the  same  provisions  as  that  of  Senator 
Hilsinger.  That  the  system  of  Township  Collectors  works  well  in 
the  older  States,  we  know  from  a  practical  experience  of  twenty 
years.  Taxes  under  it  are  collected  far  more  promptly  and  thor- 
oughly than  they  can  be  by  one  man,  located  at  the  County- 
seat.  But  of  course  in  a  new  State,  like  Iowa,  there  may  be,  and 
probably  are,  counties  in  which  there  is  not  sufficient  population  to 
warrant  the  employment  of  the  township  collector  system.  Where 
the  lands  are  owned  mainly  by  non-residents,  it  would  not  be  either 
profitable  or  convenient  to  have  the  collection  of  the  public  moneys 
in  other  hands  than  those  of  the  County  Treasurer  at  the  County 
seat.  But  that  the  older  and  densely  settled  Counties  like  those  on 
the  Mississippi,  may  prefer  the  other  system,  is  probable,  and  these 
bills  now  before  the  General  Assembly  confer  authority  to  make 
the  change  in  case  the  County  Legislatures  so  enact." — Daily 
Iowa  State  Register,  Vol.  V,  No.  4,  January  21,  1866. 

172  Daily  Iowa  State  Register,  Vol.  V,  No.  10,  January  28,  1866. 

173  Daily  Iowa  State  Register,  Vol.  V,  No.  10,  January  28,  1866. 

174  Senate  Journal,  1866,  p.  159. 

175  Senate  Journal,  1866,  pp.  166,  167. 
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176  House  Journal,  1866,  p.  109. 

177  House  Journal,  1866,  p.  253. 

178  Daily  Iowa  State  Register,  Vol.  V,  No.  39,  March  3,  1866. 

179  Daily  Iowa  State  Register,  Vol.  V,  No.  40,  March  4,  1866. 

180  House  Journal,  1866,  p.  437. 

181  Senate  Journal,  1868,  p.  526. 

182  Laws  of  Iowa,  1868,  p.  176. 

183  Laws  of  Iowa,  1868,  p.  179. 

184  Shambaugh's   Messages  and   Proclamations    of    the    Gover- 
nors of  Iowa,  Vol.  Ill,  p.  314. 

185  In  this  instructive  report  the  Auditor  says :     The  advantage 
of  the  geographical  or  congressional  system  of  assessment  for  tax- 
ation, as  I  understand  it,  is: 

"1.  The  system  naturally  covers  the  whole  taxable  area,  and 
thereby  secures  the  whole  legitimate  revenue.  If  all  sections,  quar- 
ters and  sixteenths  were  uniformly  640,  160  and  40  acres  respec- 
tively, and  assessments  made  in  uniform  tracts,  there  would  seldom 
be  any  errors  under  such  a  system;  but  as  sections  are  often  frac- 
tional through  erroneous  surveys  and  by  reason  of  meandered 
streams,  and  as  sections,  even  when  uniform,  are  sub-divided  into 
tracts  of  all  possible  sizes  and  forms,  it  is  found  indispensable  to  a 
perfect  assessment  to  adopt  a  system  of  headings,  or  captions,  with 
one  to  each  quarter-section,  or  as  near  as  this  may  be  found  practi- 
cable. A  system  of  this  kind,  with  quarter-sections  in  distinct  para- 
graphs, will  most  certainly  place  upon  the  assessor's,  auditor's  or 
treasurer's  books  every  piece  of  real  estate,  however  fractional.  The 
same  system  and  principles  are  equally  applicable  to  village  or  city 
property. 

"2.  This  system  protects  the  tax  payer,  for  the  very  same  prin- 
ciple which  secures  the  whole  taxable  area  will  just  as  surely  protect 
the  tax  payer  from  the  slightest  double  assessment. 

"3.  This  system  further  secures  the  revenue  by  avoiding  double 
assessments,  as  it  is  found  by  careful  examination,  that  in  most 
cases  where  double  assessments  occur,  some  tract  or  lot  is  corre- 
spondingly omitted  from  the  true  assessment ;  and  when  the  double 
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tax  is  eventually  discovered  and  refunded,  there  still  remains  an 
actual  loss  of  revenue,  which  is  never  supplied  from  any  source.  An 
unvarying  system  of  assessing  property,  omitting  nothing,  doubling 
nothing,  has  the  advantage  of  securing  the  whole  revenue  to  the 
State,  or  to  the  various  funds,  while  the  tax  payer  is  not  burdened 
with  corrections  of  errors,  disadvantageous  compromises,  misunder- 
standings and  vexatious  litigations. 

"4th.  Such  a  system  would  greatly  reduce  the  number  of  illegal 
tax  sales. 

' '  5th.  Under  such  a  system  the  valuation  of  real  estate  would  be 
materially  equalized  by  marshalling  or  grouping  contiguous  prop- 
erty together,  instead  of  scattering  the  same  in  many  places  over 
the  books  of  a  whole  township  or  city. 

"6th.  This  system  could  be  made  to  reduce  the  expense  of  pub- 
lishing delinquent  lists  as  the  columns  for  township  and  range  can 
be  omitted.  All  double  assessments  would  be  thrown  out  and  own- 
ers names  might  be  omitted. 

' '  7th.  This  system  would  save  materially  in  the  time  and  expense 
of  boards  of  Supervisors  as  it  would  greatly  reduce  the  number  of 
cases  coming  before  them." — Report  of  Auditor  of  State,  1869,  pp. 
88-90. 

186  Laws  of  Iowa,  1870,  p.  178. 

18T  Shambaugh's  Messages  and  Proclamations  of  the  Governors  of 
Iowa,  Vol.  Ill,  p.  332. 

CHAPTER  IV 

188  See  above,  pp.  64,  65. 

189  In  this  connection  we  do  not  refer  to  certain  specific  forms  of 
taxation  which  had  already  been  developed  for  insurance  companies, 
railroads,  etc.     See  Chapters  VI-XV;  and  Vol.  II,  Chapters  XVI- 
XXIII. 

190  Tnjs  reference  is  in  the  main  to  Title  VI  of  the  Code  of 
Iowa,  1873,  which  was  passed  by  the  adjourned  session  of  the 
Fourteenth  General  Assembly. 

191  See  above,  pp.  53-55. 

192  See  above,  p.  262; 
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193  Other  changes  will  be  discussed  in  connection  with  the  tax- 
ation of  railroads,  insurance  companies,  etc. 

194  Code  of  Iowa,  1873,  p.  140. 

195  Revision  of  1860,  p.  113. 
19«  Code  of  Iowa,  1873,  p.  138. 

197  Code  of  Iowa,  1873,  p.  139. 

198  This  change  was  made  in  order  to  adjust  the  system  to  the 
township  board  of  equalization  created  by  the  Thirteenth  General 
Assembly. — Laws  of  Iowa,  1870,  p.  94. 

199  The  township  board  of  equalization  has  the  sole  power  to  cor- 
rect inequalities  between  individuals,  a  point  which  will  receive 
further  consideration. 

200  Code  of  Iowa,  1873,  p.  20. 

201  The  Census  Board  had  met  on  the  first  Monday  in  August 
and  were  required  to  complete  their  work  of  equalization  on  or  be- 
fore the  third  Monday  of  August. — Revision  of  1860,  p.  115. 

202  Code  of  Iowa,  1873,  p.  142 ;  Revision  of  1860,  p.  116. 

203  See  above,  pp.  64,  65. 

204  The  reader  should  bear  in  mind  that  in  this  connection  refer- 
ence is  made  to  the  general  property  tax  and  not  to  the  assessment 
of  railroads,  insurance  companies,  etc. 

205  Report  of  Auditor  of  State,  1873,  pp.  98,  99. 

206  In  this  connection  Governor  Carpenter  said :    "In    addition 
to  his  [the  Auditor's]  recommendations  in  reference  to  changes  in 
the  management  of  the  revenue,  I  will  suggest  whether  it  would 
not  be  well  to  collect  the  taxes  semi-annually  instead  of  annually,  as 
now  required  by  law.    This  would  not  only  benefit  the  tax-payer  by 
relieving  him  from  the  necessity  of  raising  all  the  money  at  a  single 
payment,  but  would  leave  one-half  the  amount  of  his  taxes  in  his 
own  hands  for  use  six  months  in  each  year,  whereas  otherwise   it 
would  remain  idle  and  non-productive  in  the  treasury.     Governor 
Chase    suggested   this  reform  to  the  Ohio  legislature  during  the 
stringency  for  money  following  the  financial  crisis  of  1857,  and  it 
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has  been  found  to  work  so  admirably  that  the  practice  has  been  con- 
tinued."— Shambaugh's  Messages  and  Proclamations  of  the  Gover- 
nors of  Iowa,  Vol.  IV,  pp.  33,  34. 

207  In  reply  to  the  objection  that  such  a  plan  would  be  unfair  to 
the  counties  the  Auditor  pointed  out  that  "in  order  that  there  can 
be  no  question  as  to  the  reasonableness  and  justice  of  the  proposi- 
tion, it  is  contemplated  to  surrender  to  the  counties  all  the  interest 
collected  upon  State  tax  levies,  together  with  all  additions  to  the 
list  by  reason   of  the   additional  assessments,  and  also  the  entire 
amounts  received   from  peddler's   licenses.       Such   arrangement 
would  not  only  be  just  in  every  respect,  but  would  promote  a  more 
general  observance  of  the  law  regarding  the  last  item  above  men- 
tioned by  the  incentive  given  in  the  direction  of  increased  revenue 
from  that  source  alone." — Report  of  Auditor  of  State,  1875,  p.  4. 

208  Report  of  Auditor  of  State,  1875,  pp.  5,  6. 

209  Shambaugh's  Messages  and  Proclamations  of  the  Governors 
of  Iowa,  Vol.  IV,  p.  125. 

210  Report  of  Auditor  of  State,  1877,  p.  8. 

211  See  Vol.  II,  Chapter  XXV. 

212  Report  of  Auditor  of  State,  1877,  p.  8. 

213  Report  of  Auditor  of  State,  1877,  p.  6. 

214  In  regard  to  the  assessment  of  real  estate  the  Auditor  says: 
' '  It  is  true,  the  law  plainly  requires  all  property  to  be  assessed  at  its 
true  cash  value ;  but  any  one  acquainted  with  the  facts  knows  this 
is  rarely  attempted,  much  less  done.     Take  the  real  estate  assess- 
ment of  the  present  year  as  an  example.    The  average  value  of  the 
lands  in  the  state,  as  reported  to  me  after  equalization  by  the  county 
boards,  was  but  seven  dollars  per  acre — at  least  less  than  half  the 
actual   average   value   through   the   state.      In   some   of   the   old 
settled  counties,  where  every  acre  is  under  a  high  state  of  cultiva- 
tion, and  the  'quality,  natural  advantages,  improvements,  and  loca- 
tion are  unsurpassed, '  the  average  per  acre  as  reported,  was  less  than 
twenty  dollars!" — Report  of  Auditor  of  State,  1877,  p.  5. 

215  Shambaugh's  Messages  and  Proclamations  of  the  Governors 
of  Iowa,  Vol.  IV,  p.  328. 

25 
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216  In  this  connection  the  Governor  points  out  that  with  each 
county  would  rest  "the  adjustment  of  its  personal  property  valua- 
tions, without  fear  that  they  might  be  so  high  as  to  work  injustice 
to  itself  in  comparison  with  other  counties." — Shambaugh's  Mes- 
sages and  Proclamations  of  the  Governors  of  Iowa,  Vol.  IV,  p.  328. 

217  See  Vol.  II,  Chapter  XXV. 

218  Quoted  in  Iowa  State  Register,  Vol.  XVII,  No.  33,  January 
31,  1878. 

219  Quoted  in  Iowa  State  Register,  Vol.  XVII,  No.  33,  January  31, 

1878. 

220  Iowa  State  Register,  Vol.  XVII,  No.  48,  February  17,  1878. 
'  221  Report  of  Auditor  of  State,  1879,  p.  6. 

222  "The  most  serious  injustice,  however,"  writes  the  Auditor,  "is 
in  the  assessments  of  THE  PERSONAL  PROPERTY,  in  respect  to  which 
greatest  irregularity  prevails.    Not  only  is  it  true  that  the  valua- 
tions of  the  same  class  of  property  in  even  adjoining  counties  assume 
the  widest  range,  but  it  is  also  conspicuously  true  that  not  even  the 
half  of  the  personalty  is  assessed  at  all !     And  this,  not  through  the 
fault  or  connivance  of  the  assessor,  but  because  the  owners  do  not 
report  it.  and  by  reason  of  the  peculiar  character  of  much  of  this 
property,  it  is  impossible  for  the  most  diligent  assessor  to  ascertain 
its  nature  or  value." — Report  of  Auditor  of  State,  1879,  p.  7. 

223  Shambaugh's  Messages  and  Proclamations  of  the  Governors 
of  Iowa,  Vol.  V,  pp.  23,  24. 

224  House  Journal,  1880,  p.  19. 

225  Pliny  Nichols  in  the  Iowa   State   Register,   Vol.    XIX,    No. 
20,  January  24,  1880. 

226  Under  date  of  February  5,  1880,  the  following  editorial  ap- 
peared in  the  Iowa  State  Register: 

"A  few  days  ago  the  Hon.  Pliny  Nichols,  of  the  lower  House  of 
the  Iowa  Legislature,  who  is  very  active  in  the  good  work  of  ad- 
vancing some  very  much-needed  reforms  at  the  hands  of  the  pres- 
ent Legislature,  addressed  the  following  letter  to  the  Auditor  of  the 
State  of  Ohio : 
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'Des  Moines,  Iowa,  Jan.  22,  1880. — Auditor  of  State,  Columbus, 
Ohio.  Dear  Sir:  Does  your  law  allowing  of  payment  of  taxes  by 
installments  give  general  satisfaction?  Are  your  collections  as 
prompt  as  they  would  be  if  required  to  be  paid  all  at  once?  Does 
the  law  have  any  tendency  to  prevent  defalcation  by  taking  away 
the  temptation  of  a  large  amount  of  funds  in  the  treasury? 

Answers  to  these  questions  and  any  other  suggestions  in  the 
matter  will  be  appreciated  as  we  have  a  bill  before  the  Legislature 
covering  about  the  same  ground  as  your  law  on  that  subject. 

Very  truly, 

PLINY  NICHOLS. 

In  response  to  Mr.  Nichols'  inquiry  comes  the  following  very 
emphatic  letter: 

'State  of  Ohio  Auditor  of  State's  Office,  Columbus,  Jan.  30,  1880. 
Dear  Sir : — In  answer  to  your  letter  of  22d  inst.  would  say :  That  the 
law  for  the  semi-annual  collection  of  taxes  has  been  in  force  in  this 
State  twenty-one  years,  and  it  gives  general  satisfaction  so  much 
superior  to  the  old  annual  system  that  under  no  circumstances  could 
we  be  induced  to  repeal  the  present  law. 

'The  present  law  has  a  tendency  to  prevent  defalcations,  keeps 
money  in  circulation,  makes  tax  paying  much  easier  than  under  the 
old  law,  and  is  in  every  way  a  good  law. 

Yours  truly, 
JOHN  P.  OGLEVEE,  Auditor  of  State.' 

"This  is  strong  testimony  in  favor  of  the  method,  and  it  will  no 
doubt  exert  a  large  influence  on  the  members  of  the  Iowa  Legislature 
in  favor  of  the  bill  now  before  that  body  to  establish  the  same 
practice  in  this  State." — Iowa  State  Register,  Vol.  XIX,  No.  30, 
February  5,  1880. 

227  A  second  letter  written  by  Mr.  Nichols  to  the  editor  of  the 
Iowa  State  Register  is  also  instructive.  He  said  in  part : 

"Now  there  can  be  objections  to  the  proposed  law  from  but  three 
sources  only.  The  first  comes  from  a  few  officials,  who  regard  their 
own  ease  more  than  the  interests  of  the  people;  secondly,  from  a 
few  banks  that  would  serve  themselves  at  the  expense  of  the  tax- 
payer, and  lastly,  a  few  citizens  who  regard  the  favor  of  a  few 
officials,  and  capitalists,  more  than  they  do  the  general  welfare  of 
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the  public.  But,  while  such  may  be  the  case  with  a  few,  it  certainly 
is  not  the  rule,  as  I  take  it  that  a  great  majority  of  our  officials,, 
bankers  and  citizens  are  too  high-minded  to  desire  to  serve  self, 
where  it  would  be  so  manifestly  at  the  expense  of  the  material 
interests  and  convenience  of  the  tax-payers. 

' '  This  bill  in  its  present  shape  has  the  approbation  of  the  present 
Auditor  of  State,  than  whom  there  is  not  a  more  clear-headed  and 
efficient  officer  in  this  or  any  other  State. 

Respectfully, 

PLINY  NICHOLS/ * 

— Iowa  State  Register,  Vol.  XIX,  No.  34,  February  10,  1880. 

228  House  Journal,  1880,  p.  234. 

229  Senate  Journal,  1880,  p.  172. 

230  Senate  Journal,  1880,  p.  231. 

231  Iowa  State  Register,  Vol.  XIX,  No.  53,  March  3,  1880. 

232  Senate  Journal,  1880,  p.  441. 

233  Iowa  State  Register,  Vol.  XIX,  No.  42,  February  19,  1880. 

234  Iowa  State  Register,  Vol.  XIX,  No.  41,  February  18,  1880. 

235  At  least  fifteen  tax  bills  were  introduced  in  the  Eighteenth 
General  Assembly. — Senate  Journal,  1880,  pp.  652,  653. 

236  Laws  of  Iowa,  1880,  p.  193 ;  see  also  Iowa  State  Register,  Vol. 
XIX,  No.  44,  February  21,  1880;  Iowa  State  Register,  Vol.  XIX, 
No.  70,  March  23,  1880. 

237  Iowa  State  Register,  Vol.  XIX,  No.  39,  February  15,  1880. 

238  Report  of  Auditor  of  State,  1881,  p.  7. 

239  The  following  reasons  are  given  for  this  recommendation : 
"1st.  It  will  force  boards  of  supervisors  and  assessors  to  comply 

with  the  laws  regulating  assessments  and  equalization. 

"2d.  The  present  practice  does  the  State  credit  and  resources 
great  injustice.  The  average  reader,  who  is  not  otherwise  informed, 
or  business  man  accepts  the  reported  assessed  value  as  the  true 
value  of  the  material  resources  and  wealth  of  the  State.  Surely 
this  one-third  rule  in  making  assessments  does  injustice  to  the  fair 
fame  of  the  State  in  this  way :  It  decreases  the  valuation  of  taxable 
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property  and  increases  the  per  centum  of  taxation.  If  the  plain 
letter  and  spirit  of  the  law  were  followed,  the  valuation  would 
be  increased  and  the  per  cent  of  taxation  decreased,  and  still  the 
same  amount  of  taxes  secured." — Report  of  Auditor  of  State,  1881, 
p.  7. 

240  Shambaugh's  Messages  and  Proclamations  of  the  Governors 
of  Iowa,  Vol.  V,  pp.  103,  104. 

241  Senate  Journal,  1882,  p.  130. 

242  This  was  Senate  File  74,  introduced  by  Senator  Nichols  of 
Muscatine. — Senate  Journal,  1882,  p.  55. 

243  Iowa  State  Register,  Vol.  XXI,  No.  46,  February  23,  1882. 

244  The   following   is  the   minority   report  drafted  by   Senator 
Nichols : 

"1.  For  good  and  obvious  reasons  we  believe,  with  Governor 
Sherman,  that  semi-annual  payment  of  taxes,  inaugurated  here, 
would  materially  reduce  our  delinquent  tax  list  and  annual  tax 
sales,  in  that,  while  the  plan  makes  tax  paying  much  easier,  it  at  the 
same  time  doubles  the  inducements  to  the  citizen  to  pay  his  taxes 
when  due. 

"2.  The  plan  provides  the  best  possible  preventative  against 
defalcation,  in  that,  while  the  amounts  collected  would  be  ample 
to  meet  ordinary  expenses  of  the  Government,  there  would  not  be 
any  large  amounts  of  money  on  hand,  for  any  considerable  length 
of  time,  to  furnish  the  opportunity  for,  and  temptation  to  a  corrupt 
use  of  the  public  funds. 

''3.  The  plan  would  leave  in  the  hands  of  the  tax  payers  of  the 
State,  at  their  option,  five  millions  of  dollars,  for  six  months  to  do 
service  in  the  varied  industries  of  the  State,  while  if  paid  in,  would 
not  only  be  of  no  use  to  the  Government  for  that  length  of  time,  but 
a  source  of  inconvenience  and  loss,  in  that  it  must  be  guarded  and 
the  risk  incurred  of  losing  a  portion  thereof  before  it  could  be  legit- 
imately used  in  the  interests  of  the  Government. 

"4.  We  find  that  the  expenses  to  be  met  by  the  Government,  as 
a  rule,  are  monthly  and  that  at  the  end  of  the  month,  such  being 
especially  the  case  in  relation  to  school  expenses  and  the  salaries 
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of  our  legion  of  public  officers,  who  are  paid  after  the  service  is 
rendered,  while  as  to  the  expense  of  our  State  institutions,  pay 
quarterly  in  advance  would  meet  every  necessity.  Such  being  the 
case,  it  is  manifestly  imposing  an  unnecessary  and  inexcusable  bur- 
then on  the  tax  payers  of  the  State,  to  require  them,  under  strong 
penalties,  to  pay  in  the  aggregate  five  millions  of  dollars  annually, 
six  months  before  it  can  be  legitimately  used,  only  that  it  may  be 
locked  up  for  that  length  of  time,  or  that  private  interests  may  get 
the  use  of  it  without  charge  and  at  the  expense  of  the  tax  payers. 
It  is  thus  seen  that  the  interests  of  good  government  would  be 
much  better  conserved  by  the  semi-annual  than  the  annual  payment 
of  taxes,  and  it  is  believed  that  when  properly  understood  by  our 
people,  it  would  be  more  than  satisfactory  to  all  parties,  save  those 
whose  personal  interests  run  in  the  direction  of  requiring  taxe[s] 
to  be  paid  in  six  months  before  it  is  used  by  the  Government. 

"5.  We  find  that  in  States  where  this  plan  has  been  adopted  it 
gives  the  best  of  satisfaction,  especially  in  Ohio,  where  all  bear  wit- 
ness of  its  good  effects,  both  as  to  the  public  revenues  and  the  inter- 
ests of  the  private  citizen,  it  being  claimed  -by  both  the  Auditor  and 
Governor  of  that  State  that  the  plan  'makes  taxpaying  much 
easier;'  'keeps  money  in  circulation;'  'prevents  defalcation;'  'that 
it  is  in  every  sense  a  good  law ; '  '  against  which  no  objection  can  be 
raised,  and  that  after  twenty-three  years '  experience  no  inducements 
would  be  sufficient  to  cause  them  to  go  back  to  the  old  annual  system 
oi'  payment  of  taxes. ' 

"6.  Now,  the  undersigned  believe  that  a  measure  that  would  do 
away  with  'more  than  one-half  our  annual  tax  sales;'  that  would 
virtually  dry  up  the  stream  of  defalcation;  that  'would  make  tax 
paying  much  easier, '  than  under  the  present  law ;  that  would  prevent 
'the  locking  up  of  a  large  sum  of  money  for  several  months  each 
year;'  that  would  save  the  taxpayers  of  the  State  from  paying,  in 
the  aggregate,  a  large  sum  of  money  in  the  way  of  interest  each 
year ;  a  measure  that  in  so  many  ways  would  lighten  the  unnecessary 
burthens  of  taxation,  while  it  would  do  no  injustice  to  any  citizen, 
interest  or  corporation ;  a  measure  that  has  been  proved  in  some  of 
our  best  and  most  prosperous  States,  and  found  to  be  in  every  sense 
a  good  law — such  a  measure,  the  undersigned  believe,  would  be  a 
good  thing  for  Iowa,  and  therefore  ask  that  this  report  be  substi- 
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tuted  for  the  majority  report  on  said  bill,  and  recommend  that  the 
bill  do  pass.  NICHOLS  of  Muscatine, 

Representing  said  Minority." 
— Iowa  State  Register,  Vol.  XXI,  No.  38,  February  14,  1882. 

245  Senate  Journal,  1882,  pp.  313,  314. 

246  "Very  much  of  the  burden  of  taxation  of  which  we  hear 
so  much  complaint",  reads  a  communication  in  the  Iowa  State  Reg- 
ister, "is  caused  by  lack  of  system,  first  in  the  assessment  and 
equalization;  afterwards  in  the  local  levy  and  finally  and  chiefly 
in  the  manner  of  expending  the  various  funds. 

"Speaking  of  the  country:  there  may  be  found  in  many  of  the 
townships  persons  holding  both  the  office  of  assessor  and  trustee  at 
one  and  the  same  time,  thereby  making  the  assessment,  also  help- 
ing to  equalize  it ;  another  holding  the  office  of  township  clerk  and 
also  the  office  of  road  supervisor,  consequently  drawing  the  funds 
out  of  the  county  treasury  and  paying  it  out  to  himself,  while  per- 
haps the  trustees  who  should,  according  to  law,  settle  with  them, 
are  surety  on  the  official  bond  of  both  clerk  and  road  supervisor. 
Is  it  any  wonder  that  people's  taxes  are  squandered? 

"In  the  name  of  all  that  is  honest  and  just,  let  us  have  a  law 
prohibiting  any  man  from  holding  more  than  one  township  office 
at  the  same  time,  or  becoming  surety  on  the  official  bond  of  another 
township  officer. 

' '  These  safeguards  can  do  no  possible  harm,  and  they  cannot  fail 
to  remove  temptation  and  make  it  impossible  to  cover  up  crooked- 
ness."— Iowa  State  Register,  Vol.  XXI,  No.  32,  February  7,  1882. 

247  Laws  of  Iowa,  1882,  pp.  105, 106. 

248  Laws  of  Iowa,  1882,  p.  6. 

249  Laws  of  Iowa,  1882,  p.  110. 

250  Report  of  Auditor  of  State,  1883,  p.  88. 

251  Shambaugh's  Messages  and  Proclamations  of  the  Governors 
of  Iowa,  Vol.  V,  p.  260. 

252  It  was  introduced  as  Senate  File  13. — Senate  Journal,  1884. 
p.  43. 

253  Senate  Journal,  1884,  p.  570. 
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254  Iowa  State  Register,  Vol.  XXIII,  No.  69,  March  20,  1884. 

255  House  Journal,  1884,  p.  668. 

256  Iowa  State  Register,  Vol.  XXIII,  No.  69,  March  20,  1884. 

237  We  read  the  following  in  the  Iowa  State  Register:  "Last 
week  we  tried  to  portray  the  injustice  of  the  State  imposing  such 
heavy  interest  or  penalties  on  men  who  are  not  able  to  pay  their 
taxes  promptly.  But  there  is  another  practice  in  connection  with 
the  collection  of  taxes  still  more  brutal  towards  tax  payers,  than  the 
usurious  interest  charged.  It  is  publishing,  and  thus  exposing  to 
ridicule,  every  man  who  does  not  pay  by  a  certain  time." — Iowa 
State  Register,  Vol.  XXIII,  No.  50,  February  27,  1884. 

258  Laws  of  Iowa,  1884,  p.  210. 

259  Code  of  Iowa,  1873,  p.  147. 

260  Laws  of  Iowa,  1884,  pp.  209,  210. 

261  See  Chapter  XIV. 

262  It  was  three  per  cent  in  the  Code  of  1873  and  was  reduced 
to  one  per  cent  as  already  noted  in  the  semi-annual  tax  law. — Laws 
of  Iowa,  1884,  p.  210. 

263  Iowa  State  Register,  Vol.  XXIII,  No.  36,  February  10,  1884. 

264  See  above,  p.  40. 

265  Reference    is  made   especially   to  the   taxation  of   insurance 
companies  one  per  cent  for  county  and  one  per  cent  for  State  pur- 
poses on  the   amount  of   premiums   taken   by   them    during    the 
year  previous  to  the  listing. — Code  of  Iowa,  1851,  p.  78. 

266  See  chapter  dealing  with  these  subjects.    Also  Vol.  II. 

267  An  analysis  and  classification  of  the  sources  of  Iowa  revenue 
history  has  impressed  the  writer  with  the  value  of  the  synopsis  given 
in  the  text.    Up  to  1851  our  material  may  be  conveniently  grouped 
in  the  general  narrative.    From  1851  to  1884  we  note  a  gradual 
transfer  from  the  general  narrative  to  an  historical  study  of  spe- 
cific problems  in  taxation.     Since  1884  the  history  of  taxation  in 
Iowa  belongs  almost  entirely  to  part  II  of  this  volume  and  part  III 
of  Vol.  II. 

268  Report  of  Auditor  of  .State,  1885,  p.  132. 
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-269  See  Chapter  V. 

270  Report  of  Auditor  of  State,  1885,  p.  129. 

271  Shambaugh's  Messages  and  Proclamations  of  the  Governors 
of  Iowa,  Vol.  V,  p.  328. 

272  Shambaugh's  Messages  and  Proclamations  of  the  Governors 
of  Iowa,  Vol.  V,  p.  328. 

273  See  Vol.  II,  Chapter  XXV. 

274  Speaking     of     undervaluation     and     discriminating     assess- 
ments the  Governor  says:  "In  respect  to  the  valuation  of  the  dif- 
ferent kinds  of  property  for  taxation,  various  opinions  obtain,  but 
all  agree  that  there  is  no  equality,  either  as  between  individuals  or 
communities,  nor  under  existing  laws,  can  it  be  expected.  The  equal- 
izations provided  for,  however  honestly  made,  are  neither  just  nor 
-equitable,  and  the  result  is,  taxation  is  not  fairly  equal,  even  as  it 
effects  real  estate;  but  when  attention  is  directed  to  personalty, 
the  most  glaring  inequalities  are  manifest,  example  [s]   of  which 
are  mentioned  in  the  report." — Shambaugh's  Messages  and  Procla- 
mations of  the  Governors  of  Iowa,  Vol.  V,  pp.  327,  328. 

273  See  above,  p.  170. 

276  Report  of  Auditor  of  State,  1887,  p.  1. 

277  See  above,  p.  60. 

278  Shambaugh's  Messages  and  Proclamations  of  the  Governors 
of  Iowa,  Vol.  VI,  p.  79. 

279  Shambaugh's  Messages  and  Proclamations  of  the  Governors 
of  Iowa,  Vol.  VI,  p.  155. 

280  See  Chapter  V. 

281  The  Iowa  State  Register,  March  15,  1890. 

282  Laws  of  Iowa,  1890,  p.  169. 

283  "At  present  in  this  State",  wrote  Governor  Boies,  "we  are 
practically  without  any  legal  system  for  the  valuation  of  real  prop- 
erty in  assessing  it  for  taxation  because  by  common  consent  the 
law  in  this  respect  is  totally  ignored  by  those  whose  duty  it  is  to, 
value  the  same. 
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"We  are  equally  destitute  of  any  practicable  method  by  which 
all  of  the  personal  property  of  the  State  liable  to  taxation  can  be 
brought  to  light,  or  the  value  ascertained  of  that  which  is  dis- 
covered. 

"If  the  custom  which  has  been  adopted  of  assessing  property  at 
a  fraction  of  its  value  is  to  be  continued,  it  should  be  so  provided 
by  law  and  a  uniform  rule  established  on  this  subject. 

"It  is,  however,  in  my  judgment,  a  matter  for  unlimited  regret 
that  we  have  permitted  a  plain  provision  of  the  statute  fixing  a 
definite  rule  for  the  valuation  of  all  property  to  be  superceded  by  a 
custom  as  variable  as  the  whims  of  men  and  sometimes  as  destitute 
of  the  spirit  of  fairness,  as  it  is  of  law,  for  its  support. 

"That  some  changes  in  our  present  methods  of  levying  and  col- 
lecting the  taxes  of  the  State  should  be  adopted  seems  apparent. 

"  I  do  not,  however,  believe  it  practicable  for  members  of  the  Leg- 
islature in  the  brief  time  allotted  them  during  a  session  thereof,  with 
the  constant  and  varying  demands  upon  their  time  which  their 
duties  necessarily  impose,  to  formulate  and  perfect  a  system  that 
would  be  a  substantial  improvement  upon  that  now  in  force. 

"If  this  is  to  be  accomplished  at  all  it  must  come  through  the 
aid  of  a  commission  appointed  by  the  Legislature  and  clothed  with 
power  to  perfect  a  bill  and  report  it  to  some  future  session  of  that 
body  for  final  action  thereon." — Shambaugh's  Messages  and  Procla- 
mations of  the  Governors  of  Iowa,  Vol.  VI,  pp.  342,  343. 

284  Concerning  the  assessment  of  real  estate  and  personal  prop- 
erty the  Auditor  said : 

"The  assessment  of  real  estate  and  personal  property  is  the  vexed 
question  which  has  been  a  source  of  great  perplexity  to  every  of- 
ficer who  has  had  the  burden  of  looking  after  the  revenue  of  the 
State  laid  upon  him,  and  the  many  efforts  to  equalize  the  same  have 
been  futile.  Our  laws  require  that  all  property  shall  be  assessed 
at  its  actual  cash  value,  but  while  thus  explicit  its  violation  has  been 
notorious  and  almost  universal,  however  in  varying  degree,  and  no 
two  counties  bear  exactly  the  same  proportion  of  the  State  tax.  I 
am  of  the  opinion  that  the  average  assessment  of  real  estate  and  per- 
sonal property  in  the  State  does  not  exceed  25  per  cent  of  its  actual 
cash  value,  and  the  duty  of  the  State  Board  of  Equalization,  viz.,  the 
adjustment  of  the  inequalities  of  assessment,  is  made  practically  an 
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impossibility,  for  the  reason  that  the  percentage  assessed  differs  as 
frequently  as  there  are  counties  in  the  State. 

"In  contemplating  this  subject  as  I  have  for  the  past  five  years, 
I  have  been  able  to  think  of  but  one  remedy  that  seemed  practical 
to  me,  and  that  is  the  lowering  of  the  maximum  rate  of  taxation  to 
such  a  degree  as  will  force  the  raising  of  values  to  their  proper  po- 
sition in  order  to  be  able  to  realize  the  necessary  amount  of  revenue 
for  county  purposes.  Then  might  we  hope  for  an  equitable  burden 
of  taxation  throughout  the  state,  and  then  would  our  fair  Iowa  be 
placed  in  the  justly  proud  position  of  being  rated  for  all  she  is 
worth,  with  a  low  rate  of  taxation,  and  the  bugabear  which  un- 
doubtedly has  kept  many  a  thrifty  man  from  settling  within  our  bor- 
ders, viz,  a  high  rate  of  taxation  be  forever  buried  out  of  sight  and 
no  one  hurt  by  it. ' ' — Report  of  Auditor  of  State,  1891,  pp.  3,  4. 

285  The  following  communication  to  The  Iowa  State  Register 
from  "Waterloo  signed  "R.  P.  S."  contains  a  careful  analysis  of  the 
situation : 

"WATERLOO,  Feb.  18. — Editor  Register:  The  farmers  are  com- 
plaining against  the  injustice  of  the  present  methods  of  assessment 
and  taxation  of  property  in  Iowa.  The  following  are  the  principal 
provisions  of  the  Iowa  law,  which  relates  to  the  assessment  of  prop- 
erty for  the  purpose  of  taxation.  After  naming  certain  kinds  of 
property  that  are  exempt  from  taxation,  the  law  requires:  1st, 
'That  all  other  property  real  and  personal,  shall  be  taxed/ 
2d.  'That  the  term  credit  includes  every  claim  and  demand  for 
money,  labor  or  other  valuable  thing,  and  all  money  or  property  of 
any  kind  secured  by  a  deed,  mortgage  or  otherwise. '  3d.  'All  prop- 
erty of  railroad,  telegraph  and  express  companies  shall  be  assessed 
for  taxation  and  shall  be  subject  to  the  same  levies  as  the  property 
of  individuals.'  4th.  'Real  property  shall  be  assessed  at  its  true 
cash  value.'  5th.  'Depreciated  bank  notes  and  the  stock  of  corpora- 
tions and  companies  shall  be  assessed  at  their  cash  value,  and  credits 
shall  be  listed  at  such  sum  as  the  person  listing  them  believes  will  be 
received,  or  can  be  collected  thereon. '  6th.  '  In  estimating  the  value 
of  the  goods  of  a  merchant,  or  the  stock  of  a  manufacturer,  the  av- 
erage value  of  such  property  shall  be  taken  during  the  next  year 
previous  to  the  time  of  assessing  such  property.'  7th.  'All  shares 
of  banking  associations  organized  within  this  state,  shall  be  included 


396  HISTORY  OF  TAXATION  IN  IOWA 

in  the  valuation  of  the  personal  property  of  such  person  or  body 
corporate  in  the  assessment  of  taxes,  but  not  at  a  greater  rate  than 
is  assessed  on  other  moneyed  capital  in  the  hands  of  individuals.' 
8th.  'Any  person  acting  as  the  agent  of  another,  and  having  in  his 
possession  or  under  his  control,  any  money,  notes  and  credits,  or 
personal  property  belonging  to  such  other  person,  with  a  view  to 
investing  or  loaning,  or  in  any  other  manner  using  the  same  for  pe- 
cuniary profit,  shall  be  required  to  list  the  same  at  the  real  value.' 
No  sane  man  can  complain  that  the  law  is  not  reasonable  and  just. 
But  have  the  assessors  and  boards  of  county  supervisors  of  Iowa 
been  governed  by  the  requirements  of  the  law?  is  an  important 
question.  The  first  duties  of  an  assessor  are  to  give  a  bond  for  the 
faithful  performance  of  his  work,  and  take  an  oath  that  he  will  as- 
sess the  real  and  personal  property  in  his  township,  city  or  ward 
as  required  by  law.  As  the  law  requires  that  all  real  and  personal 
property  within  the  State  shall  be  assessed  at  its  real  or  cash  value, 
we  would  like  to  know  how  many  Iowa  assessors  are  not  guilty  of  the 
crime  of  perjury?  But  the  county  boards  of  supervisors  are  not 
more  innocent  than  the  assessors.  The  law  requires  that  the  board  of 
supervisors  of  each  county  shall  at  their  meeting  in  January  in  each 
year  classify  the  several  descriptions  of  property  to  be  assessed,  for 
the  purpose  of  equalizing  the  assessments.  To  show  how  extremely 
conscientious  the  members  of  the  county  boards  of  supervisors  are, 
I  will  offer  the  following  items  taken  from  the  printed  instructions 
of  a  certain  board  of  supervisors  in  northern  Iowa,  which  were  pre- 
pared last  month  and  given  to  the  assessors  to  guide  them  in  fixing 
values  upon  the  different  kinds  of  personal  property  in  their  town- 
ships, wards,  etc.  They  are  as  follows : 

Work  horses    $25.00  to  $75.00 

Milk  cows 5.00  to     10.00 

Four  year  old  steers 10.00  to     25.00 

Wagons 15.00  to     35.00 

Moneys  and  credits 40  per  cent 

Merchandise 40  per  cent 

All  other  personal  property 40  per  cent 

Capital  used  in  manufactures 40  per  cent 

"When  a  man  reports  $1,000  in  gold  coin  or  in  merchandise,  and 
the  assessor  enters  only  $400  against  him  to  be  taxed,  a  very  big 
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screw  is  loose  and  the  machine  should  be  stopped.  No  board  of 
county  supervisors  should  be  allowed  to  classify  the  several  descrip- 
tions of  property  to  be  assessed  for  the  purpose  of  equalizing  such 
assessments;  but  the  assessors  should  be  required  to  meet  at  the 
county  audito[r]  's  office  on  a  certain  day  in  January  of  each  year, 
and  the  auditor  should  be  required  to  instruct  them  in  regard  to 
their  duties  as  assessors,  and  give  each  of  them  a  printed  copy  of 
the  law  which  relates  to  the  assessments  of  real  and  personal  prop- 
erty. Section  832  of  the  code  should  not  be  repealed,  as  it  is  neces- 
sary that  each  board  of  county  supervisors  should  equalize  the  as- 
sessments after  the  assessors  have  performed  their  work." — The 
Iowa  State  Register,  February  21,  1892. 

286  Laws  of  Iowa,  1892,  p.  100. 

287  The  following  is  a  complete  copy  of  the  act  creating  the  tax 
commission : 

"AN  ACT  to  provide  a  commission  to  studiously  and  carefully 
examine  the  revenue  and  taxation  laws  of  the  state  and  report 
necessary  and  desirable  changes  to  the  Twenty-fifth  General  As- 
sembly. 

"WHEREAS,  The  methods  of  raising  revenue  are  generally 
recognized  as  being  burdensome,  unequal,  and  unfair  in  their  oper- 
ations, and 

"WHEREAS,  Some  system  of  taxation  should  be  devised  that 
will  command  the  respect  and  confidence  of  the  people,  and, 

"WHEREAS,  It  is  impossible  to  amend  or  change  the  present 
revenue  laws  without  re-writing,  revising  and  reforming  the  same, 
and  such  work  is  impracticable  during  a  session  of  any  general  as- 
sembly, therefore : 

11  Be  it  enacted  ~by  the  General  Assembly  of  the  State  of  Iowa: 

"Section  1.  That  a  commission  consisting  of  four  persons  to 
be  named  by  the  executive  council  be  and  is  hereby  constituted  to 
studiously  and  carefully  examine  the  revenue  and  taxation  laws 
of  the  state  and  report  necessary  and  desirable  changes  to  the 
twenty-fifth  general  assembly;  provided,  that  not  more  than  two 
members  of  the  commission  be  of  the  same  political  party.  That 
no  member  of  the  twenty-fourth  general  assembly  shall  be  a  mem- 
ber of  the  commission.  And  provided  further  that  the  agriciil- 
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tural  interests  of  the  state  shall  be  represented  upon  said  commis- 
sion in  that  ratio  which  the  assessment  of  the  agricultural  prop- 
erty bears  to  the  assessment  of  all  other  taxable  property  in  the 
state  as  is  shown  by  the  assessment  of  1891. 

"Sec.  2.  That  each  member  of  said  commission  be  allowed  five 
dollars  per  day  for  each  and  every  day  necessarily  and  actively  em- 
ployed on  the  subject,  and  necessary  traveling  expenses  to  be 
evidenced  by  vouchers,  duly  filed  with  the  secretary  of  state: 
Provided,  that  no  member  of  said  commission  shall  receive  pay  for 
more  than  thirty  days. 

"Sec.  3.  The  executive  council  shall  audit  all  bills  connected 
with  said  commission  and  when  approved  the  secretary  of  state  shall 
draw  orders  on  the  auditor  for  the  amount,  who  in  turn  shall  issue 
orders  on  the  treasurer,  who  shall  pay  the  same  out  of  any  funds 
of  the  state  not  otherwise  appropriated. 

"Sec.  4.  Said  commission  shall  begin  its  labors  on  or  before 
August  1,  1892,  complete  its  report  and  file  same  with  Secretary 
of  State  by  July  1,  1893. 

"Sec.  5.  The  Secretary  of  State  shall  cause  the  report  named 
in  section  4  to  be  printed  for  information,  and  as  soon  as  practi- 
cable, mail  a  copy  to  each  member  of  the  Twenty-fifth  General  As- 
sembly. 

"Sec.  6.  Vacancies  in  said  commission  by  reason  of  death,  re- 
moval from  the  state,  inability  or  refusal  to  act,  shall  be  filled  by 
appointment  by  the  executive  council. 

"Sec.  7.  This  act  being  deemed  of  immediate  importance  shall 
take  effect  and  be  in  force  from  and  after  its  publication  in  the 
Iowa  State  Register  and  Des  Moines  Leader,  newspapers  published 
in  Des  Moines,  Iowa." — Laws  of  Iowa,  1892,  pp.  100,  101. 

288  The  Iowa  State  Register,  March  23,  1892. 

289  Report  of  the  Revenue  Commission  of  Iowa,  1893,  p.  6. 

290  Many  features  of  the  report  and  bill  will  be  considered  under 
the  heading  of  special  problems  in  taxation. 

291  Report  of  the  Revenue  Commission  of  Iowa,  1893,  p.  18. 

292  The  provision  of  the  proposed  bill  on  this  point  reads  in  part 
as  follows: 
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"Real  property  shall  be  assessed  at  its  fair  cash  value,  which 
value  shall  not  be  measured  or  estimated  upon  values  at  forced 
sale,  but  it  shall  be  estimated  according  to  the  ordinary  selling 
price  upon  the  usual  terms  of  credit,  and  shall,  so  far  as  possible, 
be  based  upon  the  prices  at  voluntary  sale,  in  said  assessment  dis- 
trict, or  its  vicinity  during  the  preceding  two  years." — Report  of 
the  Revenue  Commission  of  Iowa,  1893,  p.  30. 

298  Report  of  the  Revenue  Commission  of  Iowa,  1893,  p.  40. 

294  Report  of  Auditor  of  State,  1893,  p.  8. 

295  The  Council  Bluffs  Nonpareil,  Vol.  XXXIII,  No.  54,  March 
7,  1894. 

296  The  Council  Bluffs  Nonpareil,  Vol.  XXXIII,  No.  54,  March 
7, 1894. 

297  On  this  point  Senator  Harsh  said  that  "the  aim  is  to  reform 
the  tax  laws  of  the  state  by  bringing  to  light  all  the  property  in 
the  state,  changing  the  assessment  from  the  25  to  50  per  cent  rule 
now  obtaining  to  the  true  cash  value  of  property  and  thereby  forc- 
ing down  the  levies,  and,  as  a  consequence,  reduce  taxation.     The 
present  nominally  high  rates  of  levies  repel  those  who  would  settle 
in  Iowa,  as  they  do  not  stop  to  inquire  further,  but  from  the  fact 
of  the  levies  being  high  they  conclude  that  taxation  is  high.    They 
do  not  stop  to  consider  that  our  valuations  are  absurdly  low.    We 
could,  perhaps,  stand  that,  but  the  operation  of  our  present  law 
make[s]    the    burdens    of    taxation    unequal.       One    man    is  as- 
sessed at  25  per  cent  of  the  value  of  his  property,  while  his  neigh- 
bor either  escapes  altogether,  or  is  assessed  at  30  per  cent,  while 
still  another  is  assessed  at  60  per  cent.    Some  property  pays  twice, 
while    other    property  escapes  entirely.     This  bill  aims  to  make 
every  one  contribute  his  full  share  towards  defraying  the  burdens 
of  government.    If  all  are  made  to  pay  equally  according  to  value 
of  property,  the  burdens  on  each  will  be  light,  and  soon  we  will 
have  the  name  in  Iowa  of  having  light  levies  for  purposes  of  tax- 
ation. 

' '  What  methods  does  the  bill  provide  to  accomplish  all  this  ? 
' '  Its  provision  compelling  the  assessors  to  list  property  at  actual 
value,  does  away  with  the  guessing  heretofore  indulged  in,  and 
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makes  it  easier  to  get  all  the  property.  The  assessor  as  now,  holds 
his  office  for  two  years,  but  puts  in  his  first  year  assessing  personal 
property,  thereby  the  better  fitting  himself  for  his  duties.  He  is- 
required  to  personally  go  and  inspect  each  piece  of  property  and 
not  sit  around  village  stores  and  offices  and  take  the  owner's  word 
for  it.  The  owner  of  property  must  make  out  a  list  and  swear  to 
it,  and  false  swearing  in  this  respect  is  declared  by  the  bill  to  be 
a  misdemeanor,  which  means  a  year  in  jail  or  a  heavy  fine.  A 
failure  to  make  out  the  list  makes  the  party  liable  to  have  30  per 
cent  added  to  the  sum,  which  the  assessor  from  all  the  information 
he  can  get  fixed  upon  and  in  case  of  an  officer  of  a  corporation, 
a  fine  of  $100  per  day  for  every  day  he  fails  to  furnish  the  list 
is  imposed.  Assessors  in  turn  have  to  swear  that  they  have  as- 
sessed all  the  property  in  their  district  at  actual  value,  and  the 
rules  laid  down  are  so  strict  that  there  is  no  possible  evasion.  The 
provisions  in  this  regard  are  copied  after  laws  of  other  states  where 
such  statutes  work  well." — The  Council  Bluffs  Nonpareil,  Vol. 
XXXIII,  No.  54,  March  7,  1894. 

298  Senate  Journal,  1894,  p.  403. 

299  The  Iowa  State  Register,  March  13,  1894. 

300  The  Iowa  State  Register  made  a  vigorous  attack  upon    the 
measure.     In    an    editorial    entitled  "THE  TAX-EATERS  REVENUE 
BILL",  which   appeared   on  the    following   day  the    editor    said: 
"The  farms  and  live  stock  of  Iowa  and  the  railways  are  assessed 
now  at  three  hundred  and  ninety  million  dollars  and  all  other 
property  of  the  state  at  only  one  hundred  and  seventy-six  million 
dollars.    By  the  last  census  forty-nine  per  cent  of  the  population 
lived  in  towns  and  cities  and  fifty-one  per  cent  lived  on  the  farms. 
The  growth  of  the  cities  is  greater  than  the  growth  of  the  rural 
population  and  it  is  safe  to  say  that  now  at  least  one-half  of  the 
people  live  in  towns  and  cities.     It  will  thus  be  seen  that  more 
than  two-thirds  of  the  state  and  county  taxes  are  paid  by  the 
farmers  and  the  railways.     The  present  limit  of  taxation,  on  the 
assessed  value  as  it  now  stands,  is  ample  to  raise  all  the  revenue 
necessary  to  carry  on  the  state  and  county  governments  if  eco- 
nomically expended.     But  the  towns  and  cities  are  hungry  for 
more  money  than  they  can  now  raise  by  the  full  limit  of  the  levy 
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and  so  the  present  revenue  bill,  now  pending  in  the  senate,  pro- 
poses to  raise  the  assessment  of  all  property  in  the  state  to  its  full 
cash  value. 

"The  farms  are  now  assessed  at  an  average  of  $8.44  per  acre. 
If  they  are  put  to  the  full  cash  value  they  must  go  to  $35  or  $40 
per  acre,  but  the  town  and  city  property  will  never  be  proportion- 
ately raised  and  the  burden  of  state  and  county  taxes  will  be  still 
more  largely  put  upon  the  farmers.  When  the  farms  shall  be 
raised  to  their  full  cash  value  they  alone  without  the  railways, 
will  pay  more  than  two-thirds  of  all  state  and  county  taxes.  Any 
increase  of  the  assessed  value  of  property  will  breed  extravagance 
in  state  and  county  expenditures  and  greatly  increase  the  corrupt 
tax-eating  now  going  on  in  the  cities.  If  the  cities  want  more  taxes 
let  them  hunt  out  the  moneys  and  credits  and  stocks  and  tax  them, 
for  there  is  where  the  city  wealth  is  now  hidden.  The  farms  are 
in  plain  sight  and  so  are  all  the  farmers'  live  stock  and  utensils. 

"The  assessed  value  of  the  property  of  the  state  has  steadily 
increased  under  the  present  method  of  assessment  with  the  increase 
of  population  and  wealth.  In  1870  the  total  value  was  two  hundred 
and  ninety-four  million  dollars;  it  is  now  five  hundred  and  sixty- 
six  million  dollars.  During  all  this  time  nearly  all  property  has 
been  assessed  at  about  one-quarter  to  one-third  of  its  cash  value. 
This  is  in  accordance  with  the  universal  custom  of  all  the  states 
for  the  last  one  hundred  years,  except  three  or  four  that  are  now 
trying  the  full  value  plan.  Every  state  in  the  Union  has  always 
liad  a  limit  on  the  power  of  taxation  and  also  a  requirement  that 
property  should  be  assessed  at  its  cash  value,  but  by  common  con- 
sent the  assessed  value  in  all  the  states  has  not  been  above  one- 
third  of  the  cash  value.  Why  is  it  that  property  has  been  so  long 
universally  assessed  at  one-third  to  one-quarter  its  full  cash  value? 
The  answer  is  plain.  All  state,  county  and  city  governments  have 
felt  that  the  tendency  is  to  over  tax  the  people  and  the  best  method 
manifestly  is  to  keep  the  assessment  low  to  the  end  that  extrav- 
agance in  public  expenditures  shall  be  kept  at  the  lowest  possible 
point. — The  Iowa  State  Register,  March  14,  1894. 

301  Report  of  Auditor  of  State,  1895,  p.  4. 

302  < '  if;  js  a  notorious   fact ' ',  wrote   Governor  Jackson  in  his 
message,  "that  for  all  these  years  under  our  peculiar  law,  millions 
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of  dollars  of  personal  and  other  property  has  evaded  the  assessor, 
thereby  depriving  the  state  of  a  rightful  revenue  and  unjustly 
distributing  the  burden  of  taxation.  This  situation  is  not  only 
unfortunate,  but  it  is  unbusiness-like  and  unfair.  It  is  unfair  to 
hamper  the  growth  and  development  of  this  great  and  prosperous 
young  state  by  publishing  to  the  world  an  extremely  high  rate  of 
taxation  on  an  extremely  low  assessed  valuation  of  property.  It  is 
unfair  to  cripple  the  usefulness  of  our  great  state  institutions  by 
hampering  them  with  less  appropriations  than  their  necessities 
actually  require.  The  highest  welfare  of  our  state  demands  a 
thorough  and  careful  revision  of  our  revenue  laws  to  the  end  that 
all  property  shall  pay  its  just  share  of  the  expenses  of  the  state, 
and  that  sufficient  revenue  shall  be  raised  to  maintain  our  state 
in  the  position  in  which  it  belongs,  at  the  head  of  the  progressive 
and  intelligent  states  of  our  nation.  In  this  direction  I  desire  to 
call  your  attention  to  the  report  of  the  revenue  commission  author- 
ized by  the  acts  of  the  Twenty-fourth  General  Assembly." — Sham- 
baugh's  Messages  and  Proclamations  of  the  Governors  of  Iowa, 
Vol.  VII,  pp.  25,  26. 

303  The  Code  of  Iowa,  1897,  was  enacted  at  an  extra  session  of 
the  Twenty-sixth  General  Assembly  which  adjourned  July  2,  1897. 

304  Code  of  Iowa,  1897,  p.  457. 

305  See  Vol.  II,  Chapter  XXIV. 

306  NO  reference  is  made  in  this  connection  to  a  number  of  laws 
that  were  passed  relating  to  special  problems  in  taxation. 

307  Under  the  Code  of  Iowa,  1873,  assessors  were  elected  annually. 
The  change  to  the  biennial  system  was  made  later. — Code  of  Iowa, 
1873,  p.  104. 

SOB  The  following  is  a  copy  of  Joint  Resolution,  No.  4,  by  Jackson  : 
"Section  1.  Within  twenty  days  after  this  act  takes  effect  there 
shall  be  appointed  in  the  manner  hereinafter  provided,  nine  persons 
whose  duty  it  shall  be  to  inquire  into  the  subject  of  assessment  and 
taxation  for  state  and  local  purposes  the  operation  and  effect  of 
the  laws  relating  thereto  and  the  expediency  of  revising  and 
amending  such  laws  so  as  to  establish  a  more  equal  and  just  system 
of  raising  necessary  public  revenues  and  to  report  to  the  next  legis- 
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lature  on  or  before  January  15,  1909,  the  result  of  their  investiga- 
tion, together  with  bills  to  carry  out  the  recommendation  of  the 
commission  in  regard  to  the  revision  and  amendment  of  the  tax 
laws  of  the  state.  Three  of  the  persons  shall  be  appointed  by 
the  Governor;  three  shall  be  appointed  from  the  senate  by  the 
president  of  the  senate;  and  three  from  the  house  by  the  speaker 
of  the  house.  The  members  of  the  commission  shall  not  receive  a 
salary,  but  each  shall  be  entitled  to  their  actual  and  necessary  ex- 
penses incurred  in  the  performance  of  his  duties  under  the  pro- 
vision of  this  act,  to  be  paid  by  the  state  treasurer  on  the  audit 
and  warrant  of  the  comptroller. 

"Sec.  2.  Said  commission  hereby  is  authorized  and  empowered 
to  require  and  enforce  the  attendance  of  witnesses  and  the  pro- 
duction of  books  and  papers  and  to  administer  oaths  and  to  employ 
counsel,  experts,  stenographers,  clerks  and  such  other  employees 
as  may  be  necessary  for  the  purpose  of  their  investigation  and 
report. 

"Sec.  3.  The  members  of  such  committee  shall  receive  while 
in  the  performance  of  their  duties  mileage  in  the  sum  of  five  (5) 
cents  per  mile,  each  way,  and  the  actual  and  necessary  expenses  in- 
curred, to  be  paid  out  of  any  money  in  the  treasury  not  otherwise 
appropriated,  on  vouchers  filed  with  the  auditor  of  state ;  provided 
the  aggregate  expenditures  of  said  committee  shall  not  exceed  the 
sum  of  three  thousand  ($3,000)  dollars." — Joint  Resolution,  No.  4, 
1907,  by  Jackson. 

309  Senate  Journal,  1909,  p.  426. 

310  The  following  is  a  copy  of  the  bill  introduced  by  Senator 
Savage : 

"Section  1.  The  Governor  is  hereby  authorized  and  required, 
on  or  before  July  1,  1909,  to  appoint  a  tax  commission  of  five 
members,  citizens  of  the  State,  to  constitute  a  tax  commission. 
Any  vacancy  occurring  in  said  commission  shall  be  filled  by  the 
Governor  by  the  appointment  of  some  other  citizen  of  the  State. 

"Sec.  2.  It  shall  be  the  duty  of  said  commission  to  examine 
into  the  tax  assessment,  tax  levy  and  tax  collection  laws  of  the 
State  of  Iowa,  and  of  other  states,  and  use  such  means  and  make 
such  investigations  as  it  shall  deem  best  to  secure  information,  for 
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the  purpose  of  ascertaining  whether  the  present  laws  of  the  State 
of  Iowa  regulating  the  assessment,  levying  and  collection  of  taxes 
may  not  be  improved,  and  to  report  its  findings  together  with  such 
recommendations  as  it  may  deem  desirable,  to  the  Governor  not 
later  than  October  1,  1910,  together  with  bills  intended  to  carry 
its  recommendations,  and  a  detailed  statement  of  the  expenses  of 
the  commission  as  provided  herein.  The  report  and  recommenda- 
tion of  the  commission  shall  be  transmitted  by  the  Governor  to 
both  branches  of  the  General  Assembly  of  1911,  and  copies  of  said 
report  and  recommendations  shall  be  printed  by  the  State  Printer 
and  bound  by  the  State  Binder  in  such  quantity  as  the  Executive 
Council  may  determine  and  a  copy  sent  by  the  Governor  to  each 
member  of  the  General  Assembly  by  December  1,  1910. 

"Sec.  3.  The  commission  shall  meet  at  the  Capitol  in  Des 
Moines  on  or  before  August  1,  1909,  and  organize  by  the  election 
of  one  of  its  members  as  president,  one  for  vice-president,  and  may 
select  a  secretary  from  outside  its  membership  and  prescribe  the 
duties  of  that  officer  and  fix  his  compensation.  The  commission 
may  secure  such  clerical  assistance  as  it  may  need  to  carry  on  the 
work  provided  for  herein  and  fix  the  compensation  for  such  ser- 
vices. Other  meetings  of  the  commission  may  be  held  at  the  Capitol 
from  time  to  time  or  at  such  other  places  as  the  commission  may 
determine. 

"Sec.  4.  The  Executive  Council  shall  assign  a  room  in  the 
Capitol  for  the  use  of  the  commission,  not  otherwise  occupied,  and 
shall  also  provide  stationery  and  books  for  the  use  of  the  commis- 
sion as  may  be  needed,  on  requisition  signed  by  the  president  or 
secretary  of  the  commission. 

"Sec.  5.  The  members  of  the  commission  shall  each  receive  as 
compensation  for  their  services  ten  dollars  per  day  for  time  actu- 
ally employed  in  the  labor  of  said  commission  together  with  their 
actual  traveling  and  personal  expenses  while  engaged  in  the  work 
of  the  commission ;  provided,  however,  that  the  expense  of  the  com- 
mission shall  not  exceed  the  amount  herein  appropriated.  The 
expense  bills  of  the  commission  shall  be  paid  on  properly  attested 
vouchers,  the  same  as  expenses  of  other  commissions  or  depart- 
ments of  State. 

"Sec.  6.     To  carry  the  provisions  of  this  act  into  effect,  there 
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is  hereby  appropriated  out  of  any  funds  in  the  State  treasury,  not 
otherwise  appropriated,  the  sum  of  twelve  thousand  dollars 
($12,000.00) ,  or  so  much  thereof  as  may  be  necessary. 

' '  Sec.  7.  This  act,  being  deemed  of  immediate  importance,  shall 
take  effect  and  be  in  force  from  and  after  its  publication  in  the 
Register  and  Leader  and  Des  Moines  Capital,  newspapers  published 
in  Des  Moines,  Iowa. "— Senat e  File,  No.  231,  1909. 

311  House  Journal,  1909,  p.  125. 

312  House  Journal,  1909,  p.  1355. 

313  The  following  is  a  copy  of  the  Harding  bill : 

"Section  1.  There  is  hereby  created  a  legislative  tax  commission 
consisting  of  five  members,  two  of  whom  shall  be  members  of  the 
House  of  Representatives  and  appointed  by  the  Speaker,  one  of 
whom  shall  be  a  member  of  the  Senate  and  appointed  by  the 
President  of  the  Senate,  and  two  of  whom  shall  be  appointed  by 
the  Governor  of  the  State. 

"Sec.  2.  Said  commission  shall  have  the  authority  to  employ 
such  clerical  and  legal  assistance  as  may  be  required  to  properly 
perform  the  duties  hereby  imposed  upon  the  said  commission, 
which  together  with  the  necessary  expenses  incurred  therein,  by 
said  commission,  shall  be  paid  out  of  the  treasury  upon  the  ap- 
proval of  the  Executive  Council  upon  the  filing  with  the  Auditor 
of  State  a  detailed  and  itemized  statement  duly  verified  of  the 
same. 

"Sec.  3.  Said  commission  or  a  majority  thereof,  in  case  of  the 
absence  of  any  member,  shall  constitute  a  quorum,  who  shall  as 
soon  as  practicable  after  their  appointment  but  not  later  than  the 
first  day  of  May,  1909,  meet  in  the  Capitol  building  and  organize 
by  the  ^election  of  one  of  its  members  as  chairman,  who  shall  preside 
at  all  meetings  of  said  commission,  if  present,  and  in  his  absence 
the  chairman  shall  be  elected  from  those  present.  Said  commission 
shall  meet  from  time  to  time  as  determined  by  said  body,  or  on 
call  of  the  chairman. 

"Sec.  4.  Said  commission  shall  have  power  to  thoroughly  in- 
vestigate and  enquire  into  the  subject  of  assessments  and  taxes 
for  State  and  local  purposes,  the  operation  and  effect  of  the  laws 
relating  thereto,  and  the  expediency  of  revising  and  amending 
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such  laws,  so  as  to  establish  a  more  equal  and  just  system  of  rais- 
ing the  necessary  public  revenues.  Said  commission  shall  on  or 
before  December  1,  1910,  file  with  the  Auditor  of  the  State  its 
report  which  shall  be  printed  by  him  for  distribution  to  the  mem- 
bers of  the  next  General  Assembly,  which  report  shall  contain  a 
detailed  statement  of  the  expenses  and  the  result  of  its  investiga- 
tion, together  with  such  recommendations  and  conclusions  as  will 
improve  and  perfect  the  revenue  laws  of  the  State,  together  with 
bills  to  carry  out  the  recommendations  of  the  commission  in  regard 
to  the  revision  and  amendment  of  the  revenue  laws  of  the  State. 
And  the  said  commission  is  hereby  authorized  and  empowered  to 
require  and  enforce  the  attendance  of  witnesses  and  the  produc- 
tion of  books  and  papers,  and  any  member  of  the  commission  is 
hereby  authorized  to  administer  oaths. 

"Sec.  5.  The  members  of  the  commission  shall  receive  as  com- 
pensation for  said  services  ten  ($10)  dollars  per  day  each  together 
with  their  traveling  and  personal  expenses  while  actually  engaged 
in  such  work  to  be  paid  from  the  treasury  upon  an  order  from  the 
Executive  Council. 

"Sec.  6.  The  amount  of  money  authorized  by  this  act  for  the 
purpose  herein  provided  for  shall  not  exceed  fifteen  thousand 
($15,000)  dollars  which  sum  is  hereby  appropriated  from  the 
money  in  the  State  treasury  not  otherwise  appropriated. 

"Sec.  7.  The  printing  and  binding  of  said  report  and  all  ex- 
penses connected  therewith  shall  be  at  the  cost  of  the  State  as 
provided  by  law. 

"Sec.  8.  This  act  being  deemed  of  immediate  importance  shall 
be  in  full  force  upon  its  publication  in  the  Register  and  Leader 
and  the  Des  Moines  Capital,  newspapers  of  Des  Moines,  Iowa." — 
House  File,  No.  3, 1909. 

314  Laws  of  Iowa,  1909,  p.  79. 

sis  See  Chapters  VI-XV;  also  Vol.  II,  Chapters  XVI-XXIII. 

CHAPTER  V 

816  Report  of  Treasurer  of  State,  1908,  p.  261. 
317  Laws  of  Iowa,  1868,  p.  198. 
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318  See  chapters  dealing  with  these  subjects. 

319  See  above,  p.  170. 

320  See  Chapters  VI-XV;  Vol.  II,  Chapters  XVI-XXIII. 

221  This  table  was  compiled  from  data  given  in  the  biennial  re- 
ports of  the  Auditor  of  State,  1873-1908. 

322  The  amount  for  the  period  1879-1881  was  $1,928,849.32. 

323  Shambaugh's  Messages  and  Proclamations  of  the  Governors 
of  Iowa,  Vol.  IV,  p.  34. 

824  Report  of  Treasurer  of  State,  1897,  pp.  23-25. 

325  Report  of  Auditor  of  State,  1885,  p.  128. 

326  Report  of  Auditor  of  State,  1885,  p.  128. 

327  This  data  was  obtained  from  the  Federal  Census  reports  and 
the  Report  of  Auditor  of  State,  1906,  pp.  123,  124. 

328  Report  of  Auditor  of  State,  1908,  p.  190. 

329  This  statement  was  made  to  the  writer  by  prominent  mem- 
bers of  the  Twenty-sixth  General  Assembly.     The  Code  of  1897 
was  adopted  by  a  special  session  of  that  body. 

330  Code  of  Iowa,  1897,  p.  457. 

331  The  writer  does  not  wish  to  be  understood  as  claiming  that 
this  is  an  accurate  ratio.     Statistics  along  this  line  are  not  suf- 
ficiently trustworthy  to  make  such  a  statement  possible.    What  we 
do  wish  to  state  is  that,  as  far  as  data  can  be  secured  for  all  classes 
of  property,  the  statement  in  the  text  is  fairly  representative  of 
actual  conditions. 

332  Special  Census  Reports,  Wealth  and  Debt  and  Taxation,  1904, 
pp.  42,  43. 

333  Not  given  in  Tables  III  and  IV. 

334  Report  of  Auditor  of  State,  1850  p.  29. 

335  See  Table  III  giving  data  for  1861.     An  estimate  is  made 
for  1860. 

336  See  Table  IV  for  assessed  valuation  from  1870  to  1904  in- 
clusive. 
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337  See  above,  p.  40. 

338  The  assessment  of  moneys  and  credits  will  be  considered  in 
a  separate  chapter.    See  Chapter  XIV. 

339  Report  of  Auditor  of  State,  1908,  p.  194. 

340  Report  of  Auditor  of  State,  1893,  pp.  82-85. 

341  Report  of  Auditor  of  State,  1885,  p.  129. 

342  Table  prepared  by  the  Secretary  of  the  Executive  Council. 

343  Table  VIII  was  given  to  the  writer  by  Governor  B.  F.  Car- 
roll.    The  data  therein  contained  was  submitted  to  the  Executive 
Council  by  T.  A.  Polleys  to  aid  said  council  in  the  valuation  of 
railroad  property. 

344  Report  of  Ohio  Tax  Commission,  1906,  p.  33. 

345  Report  of  Minnesota  Tax  Commission,  1907,  p.  27. 

346  Report  of  Minnesota  Tax  Commission,  1908,  p.  57. 

CHAPTER  VI 

347  Shambaugh's  Fragments  of  the  Debates  of  the  Iowa  Con- 
stitutional Conventions  of  1844  and  1846,  pp.  67-81,  197-204. 

348  Constitution  of  Iowa,  1846,  Art.  IX,  Sees.  1  and  2. 

349  Code  of  Iowa,  1851,  pp.  378,  379. 

350  Code  of  Iowa,  1851,  p.  378. 

351  Code  of  Iowa,  1851,  p.  76. 

352  Code  of  Iowa,  1851,  pp.  77,  79. 

353  Constitution  of  Iowa,  1857,  Art.  VIII,  Sec.  5. 

354  Among  other  things  the  Constitution  carefully  defines    the 
form  and  security  of  all  bills,  notes,  and  paper  credits  designed 
to    circulate    as    money;  gives  billholders  preference  over  other 
creditors  in  case  of  insolvency;  and  prohibits  the  suspension    of 
specie    payments  by  banking  institutions. — Constitution  of  Iowa, 
1857,  Art.  VIII,  Sees.  8-11. 

355  Laws  of  Iowa,  1858,  pp.  215-234. 
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356  Laws  of  Iowa,  1858,  p.  219. 

357  Laws  of  Iowa,  1858,  pp.  125-152. 

358  Laws  of  Iowa,  1858,  pp.  142,  143. 

359  Senate  Journal,  1866,  p.  261. 

360  Daily  Iowa  State  Register,  Vol.  V,  No.  54,  March  21,  1866. 

361  Senate  Journal,  1866,  p.  536. 

362  Senate  Journal,  1866,  p.  537. 

363  This  section  defines  the  duties  of  an  agent  in  regard  to  listing 
notes,  credits,  personal  property,  etc.,  at  their  real  value,  making 
said  agent  liable  for  the  tax. — Revision  of  1860,  p.  112. 

364  Laws  of  Iowa,  1866,  p.  115. 

365  Hub~bard  et  al.  vs.   The  Board  of  Supervisors  of  Johnson 
County,  23  Iowa  130. 

366  3  Wallace  573. 

367  United  States  Statutes  at  Large,  Vol.  XIII,  p.  112. 

368  2  Black  620. 

369  Hubbard  et  al.  vs.  The  Board  of  Supervisors  of  Johnson 
County,  23  Iowa  135. 

370  23  Iowa  152,  153. 

371  Senate  Journal,  1868,  pp.  268,  269. 

372  Laws  of  Iowa,  1868,  p.  214. 

373  Horseman  vs.  Younkin  et  al.    Downs  vs.  The  Same.    Daven- 
port vs.  The  City  of  Davenport.    Gifford  vs.  The  Same.    27  Iowa, 
350. 

374  23  Iowa  130. 

375  Constitution  of  Iowa,  1857,  Art.  VIII,  Sec.  12. 

376  27  Iowa  353. 

377  Laws  of  Iowa,  1870,  p.  23. 

378  Laws  of  Iowa,  1870,  p.  69. 

379  United  States  Statutes  at  Large,  Vol.  XIV,  p.  146. 
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380  31  Iowa  18. 

381  35  Iowa  276,  277. 

882  Laws  of  Iowa  (Public),  1874,  p.  58. 

383  Laws  of  Iowa  (Public),  1874,  p.  55. 

384  43  Iowa  600. 
8"  43  Iowa  601. 

386  Code  of  Iowa,  1873,  p.  136. 

387  54  Iowa  609. 

388  64  Iowa  140. 

389 Regarding  the  taxation  of  savings  banks  on  "paid  up  cap- 
ital" and  the  exemption  of  United  States  bonds  Judge  Adams 
says: 

"If  any  advantage  accrues  to  savings  banks  from  the  mode  of 
assessment  which  has  been  provided,  it  appears  to  us  to  be  a  mere 
incident  of  the  mode,  and  evincing  no  desire  to  favor  savings-bank 
capital.  The  statute  provides  for  taxing  savings  banks  by  assessing 
the  'paid  up  capital'.  This,  in  the  outset  at  least,  should  be 
equivalent  to  assessing  the  shares.  Later  it  might  not  be  strictly 
so.  The  shares  might  come  to  have  something  of  value  by  reason 
of  good  will  and  accumulated  business.  But  we  cannot  regard 
that  of  sufficient  importance  to  justify  us  in  making  the  ruling 
which  the  appellant  contends  for.  Property  employed  in  trade 
and  manufactures  by  incorporated  persons  is  not  taxed  with  refer- 
ence to  any  such  consideration.  The  taxation  of  shares  in  incor- 
porated companies,  which  may  have  something  of  value  by  reason 
of  good  will,  is  not,  we  think,  regarded  as  resulting  in  inequality 
of  taxation  as  between  shareholders  and  others  owning  property 
similarly  employed.  Some  slight  latitude  is  allowed  in  modes  of 
assessment,  demanded  by  what  are  deemed  controlling  considera- 
tions, even  though  they  should  not  result  in  absolute  equality  of 
taxation. — City  of  Dubuque  v.  Railroad  Co.,  47  Iowa  196.  .  .  . 

"We  come,  now,  to  the  consideration  that  the  taxation  of 
national-bank  shares  is  practically  a  taxation  of  its  capital,  in- 
cluding its  non-taxable  bonds.  It  is  assumed,  and  perhaps  cor- 
rectly, that  savings  banks  are  entitled  to  a  deduction  for  non-taxable 
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securities  held  by  them  as  a  part  of  their  capital.  In  respect  to 
this  we  have  to  say,  in  the  first  place,  that  the  national  banking 
act  contemplates  that  shares  may  be  taxed,  notwithstanding  the 
practical  result  above  mentioned.  We  are  aware  that  it  might 
be  replied  to  this,  so  far  as  savings  banks  are  concerned,  that,  if 
national-bank  shares  are  taxed,  savings-bank  shares  should  foe 
also.  But  this  would  not  obviate  the  difficulty  in  question.  In- 
dividual owners  of  national  bonds  cannot  be  taxed  upon  them. 
If  it  is  objectionable  to  tax  shares  of  national  banks,  while  savings 
banks  are  taxed  merely  upon  their  capital,  with  non-taxable  se- 
curities deducted,  then  national-bank  shares  cannot  be  properly 
taxed  while  individuals  hold  such  securities.  If  there  is  any  seem- 
ing hardship  in  this,  it  should  be  remembered  that  national  banks 
have  the  advantage  of  their  bills  put  in  circulation,  representing 
a  large  part  of  their  capital,  and  which  are  not  specifically  taxable. 
"The  claim  that  national-bank  shares  cannot  properly  be  taxed, 
unless  the  shares  of  savings  banks  holding  non-taxable  securities 
are  also  taxed,  is  substantially  disposed  of,  we  think,  by  People  v. 
Commissioners,  4  Wall.,  256.  In  our  opinion,  the  judgment  of  the 
circuit  court  must  be  AFFIRMED." — 64  Iowa  143-146. 

390  Laws  of  Iowa,  1890,  p.  65. 

391  86  Iowa  28. 

392  Section  814  provides  for  the  deduction  of  lawful  debts  from 
the  credits  held  by  a  taxpayer. — Code  of  1873,  p.  136. 

393  People  vs.  Weaver,  100  U.  S.  539 ;  Supervisors  vs.  Stanley, 
105  U.  S.  305. 

394  Boyer  vs.  Boyer,  113  U.  S.  695. 

395  Constitution  of  Iowa,  1857,  Art.  Ill,  Sec.  30. 

396  Regarding  this  classification  the  court  said : 

"If  it  be  true  that  shareholders  of  the  capital  stock  of  banks 
which  fall  within  the  provisions  of  the  act  under  consideration  can- 
not deduct  their  debts  from  the  amount  of  their  stock  for  the  pur- 
poses of  taxation,  is  the  act  valid?  We  are  of  the  opinion  that  it 
is.  The  fact  that  national  banks  and  banks  organized  under  the 
general  incorporation  laws  of  this  state  transact  similar  kinds  of 
business  does  not  show  that  they  must  be  taxed  according  to  the 
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same  plan.  National  banks  are  organized  and  exist  by  virtue  of 
acts  of  Congress.  They  are  instruments  of  the  general  govern- 
ment, designed  to  aid  it  in  the  administration  of  a  branch  of  the 
public  service.  The  states  cannot  exercise  control  over  them  ex- 
cepting with  the  consent  of  congress,  expressed  or  implied,  and  the 
power  of  the  states  to  tax  them  is  derived  from  that  source. 

Bank  v.  Dearing,  91  U.  S.  29 ;  First  Nat.  Bank  of  Albia  v.  City 
Council  of  Albia,  supra.  They  are  subject  to  regulations  and 
limitations  of  power  which  have  no  application  to  state  banks,  and 
constitute  a  class  of  corporations  which  may  be  properly  subjected 
to  a  plan  of  taxation  different  from  that  applied  to  state  banks. 
The  latter  constitute  another  class,  with  distinct  powers  and  priv- 
ileges, and  subject  to  different  restrictions,  and  may  properly  be 
subject  to  a  plan  of  taxation  applicable  only  to  that  and  similar 
classes.  By  section  28  of  chapter  60  of  the  Acts  of  the  Fifteenth 
General  Assembly,  the  paid-up  capital  of  all  savings  banks  organ- 
ized and  doing  business  under  that  act  is  taxed  to  the  banks,  and 
not  to  the  stockholders;  but  in  Davenport  Nat.  Bank  v.  Board  of 
Equalization,  64  Iowa,  140  (19  N.  W.  Rep.  889),  that  was  held  not 
to  be  a  discrimination  against  national  banks,  and  it  was  said, 
as  a  general  proposition,  that  a  state  may  provide  for  the  assess- 
ment of  savings-bank  capital,  as  well  as  other  property,  in  such 
mode  as  it  may  deem  most  convenient  and  effective  for  the  col- 
lection of  its  revenue.  In  the  case  of  Hubbard  v.  Board,  23  Iowa, 
143,  a  distinction  based  upon  Van  Allen  v.  Assessors,  3  Wall.  573, 
between  taxing  the  capital  stock  and  the  shares  of  the  capital 
stock,  of  a  bank  was  recognized,  but  it  cannot  with  any  justice  be 
said  that  inequality  of  taxation  results  from  taxing  the  shares 
separately  to  their  owner  and  taxing  them  collectively  to  the  bank. 
The  aggregate  capital  of  an  incorporated  bank  is  virtually  owned 
by  its  stockholders,  and  each  share  represents  a  definite  part  of  the 
whole.  See  Iowa  State  Sav.  Bank  v.  City  Council  of  Burling- 
ton (Iowa)  61  N.  W.  Rep.  851;  First  Nat.  Bank  of  Albia  v.  Giiy 
Council  of  Albia,  supra;  Equitable  Life  Ins.  Co.  v.  Board  of 
Equalization  of  Des  Moines,  74  Iowa  179  (37  N.  W.  Rep.  141). 
Therefore,  the  aggregate  of  the  taxes  levied  upon  the  separate 
shares  would  be  the  same  as  those  levied  upon  the  separate  shares 
taken  together,  or  upon  the  capital  stock.  ... 
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''If  the  owner  of  shares  of  the  capital  stock  of  a  state  bank  may 
not  deduct  from  their  amount  the  debts  he  owes,  it  may  be  that 
lie  is  to  that  extent  required  to  pay  more  taxes  than  he  would  as 
the  owner  of  shares  of  the  capital  stock  of  a  national  bank;  but 
if  that  be  so,  it  is  a  mere  incident,  and  not  a  necessary  result,  of 
the  statute.  It  is,  at  most,  one  of  the  conditions  attached  to  the 
ownership  of  stock  in  state  banks  which  the  shareholder  who  owes 
debts  must  be  held  to  have  assumed  voluntarily;  for  no  one  is 
compelled  to  be  a  shareholder  of  a  state  bank,  and  exact  equality  in 
the  practical  workings  of  any  system  of  taxation  is  not  attainable, 
and  a  plan  for  the  collection  of  revenue  which  the  general  as- 
sembly has  deemed  it  expedient  and  wise  to  adopt  ought  not  to  be 
defeated  because  some  taxpayers  voluntarily  place  themselves  in 
such  condition  that  they  are  required  to  contribute  more  than 
their  just  share  to  the  public  revenue." — 96  Iowa  242-245. 

397  Code  of  Iowa,  1897,  p.  465. 

398  Code  of  Iowa,  1897,  p.  466. 

399  Laws  of  Iowa,  1906,  pp.  34,  35. 

400  133  Iowa  252. 

401  In  this  important  opinion  Judge  McClain  says : 

"That  there  may  be  a  distinction  in  method  of  assessment  be- 
tween one  whose  property  is  invested  in  an  individual  or  partner- 
ship business,  and  another  whose  property  is  represented  by  shares 
of  stock  in  a  corporation,  is  too  clear  to  require  extended  argument, 
and  that  such  a  distinction  in  method  of  assessment  would  not  con- 
stitute a  discrimination  against  national  banks  which  are  assessed 
in  the  same  way  as  other  banking  corporations  is  put  at  rest  by 
decisions  of  the  Supreme  Court  of  the  United  States,  among  which 
may  be  cited  Mercantile  Bank  v.  New  York,  121  U.  S.  138  (7  Sup. 
Ct.  Rep.  826,  30  L.  Ed.  895),  Davenport  Bank  v.  Davenport  Board 
of  Equalization,  123  U.  S.  83  (8  Sup.  Ct.  Rep.  73,  31  L.  Ed.  94) ; 
First  National  Bank  v.  Chapman,  173  U.  S.  205  (19  Sup.  Ct.  Rep. 
407,  43  L.  Ed.  669).  It  is  not  difference  in  method  of  assessment 
which  is  prohibited  by  the  national  banking  act,  already  referred 
to,  but  discrimination  against  the  holders  of  stock  in  national 
banks. 

"Our  conclusion  briefly  is,  first,  that  in  estimating  the  value  of 
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shares  of  stock  in  national,  state,  or  savings  banks,  the  value  of 
United  States  bonds  owned  by  the  banks  may  be  taken  into  ac- 
count; second,  that  the  taxation  of  national  banks  by  valuation 
of  the  shares  of  stock  owned  therein  (such  shares  being  assessed 
to  the  stockholders  at  the  place  where  the  bank  is  located)  is  sub- 
stantially the  same  as  that  authorized  with  reference  to  state  and 
savings  banks,  which  are  directly  taxed  by  valuation  of  the  aggre- 
gate shares  thereof  (United  States  bonds  being  included  in  determin- 
ing the  valuation  of  the  aggregate  shares)  ;  third,  that  the  taxation 
of  private  banks  and  bankers  on  the  aggregate  value  of  the  prop- 
erty invested  in  the  business,  while  incorporated  banks,  including 
national  banks,  are  taxed  by  means  of  an  assessment  of  the  value 
of  the  corporate  shares,  does  not  constitute  a  discrimination  as 
against  national  banks,  although  in  the  one  case  United  States 
bonds  are  treated  as  exempt  and  deducted  from  the  aggregate 
value  of  bonds  and  stocks,  while  in  the  other  case  the  value  of  the 
corporate  shares  is  determined  by  including  the  value  of  United 
States  bonds". — National  State  Bank  et  al  vs.  The  Mayor  and  City 
Council  of  Burlington,  Iowa,  M.  P.  Sharts,  County  Auditor,  and 
J.  E.  Rhein,  County  Treasurer,  119  Iowa  700,  701. 

CHAPTER  VII 

402  The  section  of  the  Code  relating  to  the  taxation  of  insurance 
companies  reads  as  follows: 

"Insurance  companies  of  every  description,  except  mutual  insur- 
ance companies,  existing  in  other  states  and  operating  in  this, 
shall  be  taxed  one  per  cent,  for  county  purposes  and  one  per  cent, 
for  state  purposes  upon  the  amount  of  the  premiums  taken  by 
them  during  the  year  previous  to  the  listing,  in  the  county  where 
the  agent  conducts  that  business;  and  the  agent  shall  render  the 
list  and  shall  be  personally  liable  for  the  tax,  and  if  he  refuses 
to  render  the  list  or  to  swear  as  herein  required  the  amount  may 
be  assessed  according  to  the  best  knowledge  and  discretion  of  the 
assessor." — Code  of  Iowa,  1851,  p.  78. 

403  Laws  of  Iowa,  1858,  p.  309. 

404  Revision  of  1860,  p.  111. 

405  Laws  of  Iowa,  1868,  p.  198. 
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406  29  Iowa  9. 

407  In  this  opinion  the  Court  held  that  "it  is  a  well-settled  rule 
that  taxes  can  be  levied  and  collected  by  municipal  corporations 
only,  as  the  power  is  conferred  upon  them  by  the  legislature ;  from 
that  source  they  derive  authority  to  levy  taxes,  and  it  must  be 
exercised  in  the  manner  prescribed  in  their  charters.     The  power 
conferred  in  this  instance  is  to  levy  and  collect  taxes  upon  real 
and  personal  property.    It  is  not  pretended  that  the  one  per  cen- 
tum is  levied  on  account  of  real  estate  owned  by  the  defendant,  but 
it  is  an  assessment  upon  its  income  from  premiums.     This  income 
cannot  be  considered  as  personal  property,  and  is,  therefore,  not 
liable  to  taxation  as  such." — The  City  of  Burlington  vs.  The  Put- 
nam Insurance  Co.,  31  Iowa  104,  105. 

408 Laws  of  Iowa  (Public),  1872,  pp.  109-111. 

409  Laws  of  Iowa  (Public),  1872,  p.  110. 

410  It  will  be  recalled  that  the  general  revenue  law  in  force  at 
that  time  provided  for  the  taxation  of  real  property  and  also  the 
stock  of  corporations  and  companies  assessed  at  cash  value  after 
deducting  just  debts. 

411  Laws  of  Iowa  (Public),  1872,  p.  110. 

412  Code  of  Iowa,  1873,  p.  135. 

413  The  Iowa  Daily  State  Register,  Vol.  XIII,  No.  28,  Feb.  3, 
1874. 

414  Laws  of  Iowa  (Public),  1874,  p.  2. 

415  This  unique  proposal  is  justly  referred  to  by  the  Chicago 
Inter-Ocean  in  the  following  sarcastic  terms:  "The  bill  in  question 
is  in  the  interest  of  some  lawyer  who  has  an  insurance  suit  which 
he  prefers  trying  before  a  sympathetic  local  jury  rather  than  in  a 
cold  and  impartial  federal  court,  or  else  is  intended  as  a  polite 
invitation  for  an  insurance  lobby  to  inspect  the  advantages  of  Des 
Moines  as  a  winter  resort". — Quoted  in  Iowa  State  Register,  Vol. 
XXIII,  No.  59,  March  8,  1884. 

416  74  Iowa  178. 

417  See  32  N.  W.  Reporter  376. 
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418  74  Iowa  184. 

410  The  Iowa  State  Register,  March  11,  1888. 

420  This  masterpiece  of  fiscal  discrimination  appears  in  the  Code 
of  Iowa,  1897,  p.  470. 

421  91  Federal  Reporter  711. 

422  The  following  quotation  is  from  the  opinion  of  Judge  0.  P. 
Shiras : 

"This  burden  is  in  form  and  in  substance  a  tax,  but  it  is  not  a 
tax  imposed  upon  the  tangible  property  of  the  companies.  It  is  a 
burden  in  the  form  of  a  tax,  imposed  as  a  condition  upon  the  right 
of  the  companies  to  continue  in  business  in  Iowa.  It  cannot  be  de- 
nied that  the  state  has  the  right  to  prescribe  the  terms,  conditions, 
and  burdens  subject  to  which  a  foreign  corporation  can  obtain  the 
right  of  admission  into  the  state,  and  it  is  beyond  question  that,  so 
long  as  the  provisions  of  section  1333  remain  in  force,  no  foreign 
corporation  can  secure  the  privilege  of  admission  into  the  state, 
except  upon  a  compliance  with  its  requirements.  But  it  is  said 
that,  after  a  foreign  corporation  has  once  rightfully  entered  the 
state,  and  engaged  in  business  therein,  no  additional  burden  or  re- 
strictions can  be  imposed  as  a  condition  to  the  exercise  of  the  right 
to  continue  in  business.  The  power  and  right  of  the  state  to  ex- 
clude foreign  corporations,  not  engaged  in  interstate  commerce,  or 
in  the  furtherance  of  the  business  of  the  United  States,  from  enter- 
ing the  state,  includes  the  right  to  preclude  such  foreign  corpora- 
tions from  continuing  in  business,  and  also  includes  the  right  to 
impose  conditions  upon  such  continuance." — 91  Federal  Reporter. 
718-720. 

423  Report  of  Treasurer  of  State,  1899,  p.  xiv. 

424  The    following    extract    from    the    report   of   Mr.    Herriott, 
Treasurer  of  State  will  be  instructive: 

' '  But,  granting  that  it  is  within  the  power  of  the  state  to  discrim- 
inate in  placing  tax  burdens  upon  corporations  doing  business 
within  our  borders,  is  it  a  wise  policy  for  Iowa  to  pursue  ?  Does  it 
promote  the  best  interests  of  the  people?  Such  discriminations 
against  foreign  corporations  I  do  not  believe  are  beneficial.  They 
inevitably  engender  retaliations  against  our  State  companies  in 
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other  States  that  may  seriously  embarrass  their  operations  and  pro- 
gress outside  of  Iowa,  and  they  tend  to  produce  a  condition  of 
things  within  our  own  borders  that  may  work  great  detriment  to 
our  home  companies.  The  insurance  of  business,  property  or  life,  if 
it  is  a  good  thing,  and  no  one  nowadays  doubts  it,  should  be  en- 
couraged and  promoted  by  the  State  by  all  proper  means,  and  dis- 
criminations such  as  Iowa  has  inaugurated  do  not,  in  my  opinion, 
promote  the  best  interests  either  of  our  home  companies  or  of  the 
insuring  public.  Iowa  should  emulate  the  broader  policy  of  New 
York  and  Massachusetts,  and  treat  all  companies,  as  nearly  as  may 
be  alike. 

"The  present  statute  with  its  discrimination  against  foreign 
companies  was  passed  for  the  purpose  of  obtaining  increased  rev- 
enues from  such  companies — not  to  'make  war'  on  them  or  to  drive 
them  out  of  the  state,  as  generally  charged  by  the  eastern  press. 
As  such,  the  act  only  passed  the  senate  by  one  vote.  There  was  no 
local  ill  feeling  against  such  companies.  The  home  companies  op- 
posed the  passage  of  the  act  as  vigorously  as  the  foreign  companies. 
But  while  passed  as  a  revenue  measure,  the  additional  taxes  re- 
ceived are  insignificant  as  compared  with  the  great  harm  that  may 
come  from  such  discrimination.  I  urge  the  restoration  of  the  old 
uniform  rate  on  United  States  and  foreign  companies  or  the  assess- 
ment of  the  same  rate  on  other  state  companies  now  imposed  on 
foreign." — Report  of  Treasurer  of  State,  1899,  pp.  xvi,  xvii. 

425  Report  of  Treasurer  of  State,  1899,  p.  xvii. 

426  109  Iowa  585. 

427  Code  of  Iowa,  1897,  pp.  466,  467. 

428  Coda  of  Iowa,  1897,  p.  470. 

429  Constitution  of  Iowa,  1857,  Art.  VIII,  Sec.  2. 

430  109  Iowa  588. 

431  The  fact  that  the  General  Assembly  might  pass  an  act  pro- 
viding that  a  tax  on  the  capital  stock  of  certain  insurance  compa- 
nies be  paid  into  the  State  Treasury  is  clear  from  the  following  lan- 
guage of  Judge  Deemer : 

"We  are  not  to  be  understood  as  questioning  the  right  of  the 
legislature  to  adopt  different  methods  for  ascertaining  values, 

27 
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adapted  to  the  various  peculiarities  of  the  property,  or  its  right  to 
fix  the  situs  of  property,  both  real  and  personal,  although,  in  the 
exercise  of  such  rights,  inequalities  must,  of  necessity,  result.  But 
that  is  quite  a  different  proposition  from  relieving  property  from 
all  taxation,  or  from  certain  kinds  of  tax." — 109  Iowa  590,  591. 

432  This  fact  is  clear  from  a  study  of  the  case  as  a  whole  and  from 
numerous  other  decisions  of  the  Supreme  Court. 

433  Constitution  of  Iowa,  1857,  Art.  VIII,  Sec.  2. 

434  109  Iowa  589. 

435  "The  importance  of  this  decision",  said  the  State  Treasurer, 
"can  scarcely  be  overestimated.     If  it  prevails,  it  jeopardizes  the 
State  tax  on  telegraph,  telephone  and  express  companies  as  well 
as  on  insurance  companies;  and  it  puts  almost  insurmountable  ob- 
stacles in  the  way  of  progress  in  corporate  taxation  in  this  State 
and  the  separation  of  State  and  local  taxes.    The  uneven  and  un- 
certain assessments  of  corporations  doing  a   State-wide  business 
by  local  authorities  will  be  substituted  for  the  present  uniform  and 
definite  tax  now  imposed  by  the  State  if  this  decision  should  be 
upheld. 

"Insurance  and  telephone  companies  do  what  may  be  called  a 
State  business  as  distinguished  from  a  local  business.  Their  opera- 
tions extend  far  beyond  the  boundary  of  the  city  and  county  wherein 
they  may  chance  to  be  located,  and  their  income,  or  the  great  bulk 
of  it,  comes  from  without  their  local  community.  Thus,  insurance 
companies  do  a  State  business;  nine-tenths  of  their  operations  are 
outside  of  the  county  wherein  located,  and  nine-tenths  of  their 
funds  are  held  subject  to  the  payment  of  losses  outside  of  such 
county.  It  is,  therefore,  peculiarly  fitting  that  the  State  assesses 
such  companies  rather  than  this  and  that  local  authority,  each  one 
assessing  upon  different  bases  and  ratios,  and  being  influenced  by 
varying  motives  and  conditions  and  considerations.  If  the  com- 
panies which  the  authorities  of  Des  Moines  and  Polk  county  are  at- 
tempting to  assess  do  not  pay  their  share  of  taxes  compared  with 
other  corporations  and  private  persons  in  the  State,  the  corrective 
that  could  easily  be  applied  is  an  increase  in  the  rate  assessed  by 
the  State. 

"I  am  not  here  particularly  concerned  with  the  'basis'  for  as- 
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sessing  insurance  companies  and  similar  corporations.  Whether 
they  shall  be  taxed  upon  the  basis  of  the  par  or  market  value  of 
their  stocks  and  bonds  or  upon  the  amount  of  their  gross  income  or 
earnings,  although  a  subject  of  great  interest,  is  a  matter  that  I  do 
not  consider  here.  The  point  of  chief  interest  and  importance  to 
the  state  in  the  suit  now  pending,  as  I  view  it,  and  which  I  desire  to 
emphasize,  is  whether  or  not  we  shall  abandon  the  present  method  of 
a  uniform  state  assessment  of  corporations  doing  a  state  business 
and  return  to  the  mode  of  local  assessments  of  such  companies  in 
vogue  in  the  fifties — a  mode  almost  universally  abandoned  by  Amer- 
ican states." — Report  of  Treasurer  of  State,  1899,  pp.  xvii,  xviii. 

436  The  Sioux  City  Journal,  October  27,  1899. 

437  See  above,  p.  186. 

438  Cedar  Rapids  Republican,  Vol.  XXIX,  No.  211,  October  27, 
1899. 

439  The  Iowa  State  Register,  October  27,  1899. 

440  See  above,  p.  210;  also  Vol.  II,  Chapter  XXIV. 

441  See  Vol.  II,  Chapters  XXIV,  XXV. 

442  The  writer  does  not  agree  with  the  pessimistic  views  of  Mr. 
Herriott  regarding  this  important  decision  nor  in  fact  with  the 
public  sentiment  of  that  time.     The  legal  principles  so  clearly 
stated  by  Chief  Justice  Deemer  do  not  prevent  legitimate  reforms 
in  taxation.    A  wrong  application  of  these  principles  may  and  per- 
haps has  had  that  result.    What  is  really  demanded  is  therefore 
not  an  amendment  to  the  Constitution,  but  a  more  careful  study  of 
our  social  and  industrial  life. 

443  See  above,  p,  210;  also  Vol.  II,  Chapter  XXIV. 

444  Laws  of  Iowa,  1900,  p.  25. 

445  Laws  of  Iowa,  1900,  p.  26. 

446  "The  House  on  Friday  passed  the  senate  tax  bill.  This  levies  a 
1.  per  cent  state   occupation  tax    and   practically   exempts    Iowa 
companies  from  local  taxation.    It  will  produce  about  $30,000  an- 
nual revenue  for  the  state.     Efforts  to  defeat  the  state  tax  and 
make  it  local  and   so  much   higher   were    defeated.      The    house 
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passed  the  bill  without  amendment  as  it  was  necessary  to  have  it 
made  a  law  by  publication  Saturday  in  order  to  relieve  the  insur- 
ance companies  for  this  year  of  triple  taxation,  under  recent  de- 
cision of  the  supreme  court.  The  Governor  signed  the  bill  last 
night"— The  Iowa  State  Register,  March  31,  1900. 

447  Laws  of  Iowa,  1902,  p.  34. 

448  Laws  of  Iowa,  1906,  p.  33. 

449  Laws  of  Iowa,  1907,  p.  66. 

450  Laws  of  Iowa,  1907,  p.  66. 
451 129  Iowa  658. 

452  "To  the  proposition  that  the  act  should  be  held  not  to  apply- 
to  corporations  like  those  now  complaining,  it  is  sufficient  to  sayr 
that  such  taxes  are  a  part  of  the  expenses  of  conducting  the  busi- 
ness ;  and  that  by  section  1765  of  the  Code,  such  corporations  are  au- 
thorized to  make  assessments  to  meet  expenses.  Even  were  there  no 
such  provision  they  would  undoubtedly  have  the  inherent  right  to 
meet  all  legitimate  and  proper  expenses  by  assessments.  We  are  then 
brought  directly  to  the  question:  Does  the  act  in  question  offend 
against  any  of  the  federal  or  State  constitutional  limitations  or  stat- 
utes ?  That  the  tax  imposed  is  a  business  or  license  tax  is  conceded. 
See  Scottish  Co.  v.  Herriott,  109  Iowa  606.  But  it  is  said  that  in  ex- 
empting county  mutual  associations,  not  organized  for  pecuniary 
profit,   an  unjust  and  illegal   discrimination  is  made   against  the 
plaintiffs;  that  the  law  is  not  uniform  in  its  operation;   that  it 
grants  special    privileges  to  some    companies  to    the  exclusion  of 
others ;  and  that  it  offends  against  section  2  of  article  8  of  the  state 
Constitution  which  provides  that  'the  property  of  all  corporations 
for  pecuniary  profit,  shall  be  subject  to  taxation  the  same  as  that 
of  individuals.'   When  it  is  once  conceded  as  it  must  be  that  the 
tax  is  not  a  property  one,  the  last  objection  is  disposed  of,  so  that 
we  shall  give  this  question  no  further  attention. ' ' — 129  Iowa  664. 

453  It  is  not  our  purpose  to  criticise  the  decision  of  the  court 
which  was  no  doubt  sound  law.    It  is  the  action  of  the  General  As- 
sembly which  should  be  condemned. 
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CHAPTER  VIII 

454  Laws  of  Iowa,  1868,  p.  264. 

455  Code  of  Iowa,  1851,  p.  78 ;  Laws  of  Iowa,  1858,  p.  308. 

456  Laws  of  Iowa,  1868,  p.  265. 

457  Laws  of  Iowa,  1868,  p.  265. 

458  Laws  of  Iowa,  1868,  p.  266. 

459  Laws  of  Iowa,  1870,  p.  103. 

460  Code  of  Iowa,  1873,  p.  136. 

461  Report  of  Auditor  of  State,  1875,  pp.  7,  8. 

462  Senate  Journal,  1896,  p.  110. 

463  The  Iowa  State  Register,  March  21,  1896. 

464  Laws  of  Iowa,  1896,  pp.  40,  41. 

465  Code  of  Iowa,  1897,  pp.  474,  475. 

466  Laws  of  Iowa,  1898,  p.  25. 

467  See  above,  p.  170. 

468  See  above,  p.  173. 

469  Senate  Journal,  1900,  p.  112. 

470  See  Vol.  II,  Chapter  XX. 

471  That  portion  of  section  one  relating  to  the  report  required 
reads  as  follows : 

' '  First.     The  name  of  the  company. 

' '  Second.     The  principal  place  of  business. 

"Third.  The  total  capital  stock  of  said  company:  (a)  author- 
ized; (b)  issued. 

' '  Fourth.  The  number  of  shares  of  capital  stock  issued  and  out- 
standing, and  the  par  face  value  of  each  share,  and  in  case  no  shares 
of  stock  are  issued,  in  what  manner  the  capital  stock  thereof  is  di- 
vided, and  in  what  manner  such  holdings  are  evidenced. 

"Fifth.  The  market  value  of  said  shares  of  stock  on  the  first 
day  of  January  next  preceding,  and  if  such  shares  have  no  market 
value,  then  the  actual  value  thereof;  and  in  case  no  shares  of  stock 
have  been  issued,  state  the  market  value,  or  the  actual  value,  in  case 
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there  is  no  market  value  of  the  capital  thereof,  and  the  manner  in 
which  the  same  is  divided. 

"Sixth.  The  real  estate,  structures,  machinery,  fixtures  and  ap- 
pliances owned  by  said  company  and  subject  to  local  taxation  within 
the  state  of  Iowa,  and  the  location  and  actual  value  thereof  in  the 
county,  township  or  district  where  the  same  is  assessed  for  local 
taxation. 

"Seventh.  The  specific  real  estate,  together  with  the  improve- 
ments thereon,  owned  by  said  company,  situated  outside  of  the  state 
of  Iowa,  and  not  directly  used  in  the  conduct  of  the  business,  with 
a  specific  description  of  each  piece,  where  located,  the  purpose  for 
which  the  same  is  used,  and  the  actual  value  thereof,  in  the  locality 
where  situated. 

"Eighth.  All  mortgages  upon  the  whole  or  any  part  of  its  prop- 
erty, together  with  the  dates  and  amounts  thereof. 

' '  Ninth.  The  total  length  of  lines  or  routes  over  which  company 
transports  such  merchandise,  freight  or  express. 

"  (b)  The  total  length  of  such  lines  or  routes  as  are  outside  of 
the  state  of  Iowa. 

"  (c)  The  length  of  such  lines  or  routes  within  each  of  the  coun- 
ties, townships  and  assessment  districts,  within  the  state  of  Iowa. ' ' — 
Senate  File,  No.  66,  1900,  by  Cheshire. 

472  The  following  sections  of  the  bill  describing  the  valuation  of 
the  property  of  express  companies  and  the  distribution  of  said  value 
for  purposes  of  taxation  should  be  read  in  connection  with  the  pres- 
ent railroad  tax  law : 

"The  executive  council  shall  first  ascertain  the  actual  value  of 
the  entire  property  owned  by  said  company,  from  said  statements  or 
otherwise,  for  that  purpose  taking  the  aggregate  value  of  all  shares 
of  capital  stock,  in  case  said  shares  have  a  market  value,  and  in  case 
they  have  none,  taking  the  actual  value  thereof  or  of  the  capital  of 
said  company,  in  whatever  manner  the  same  is  divided,  in  case  no 
shares  of  capital  stock  have  been  issued ;  provided,  however,  that  in 
case  the  whole  or  any  portion  of  the  property  of  said  company,  shall 
be  encumbered  by  a  mortgage  or  mortgages,  such  council  shall  as- 
certain the  actual  value  of  such  property  by  adding  to  the  market 
value  or  the  aggregate  shares  of  stock  or  to  the  value  of  the  capital, 
in  case  there  shall  be  no  such  shares,  the  aggregate  amounts  of  such 
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mortgage  or  mortgages,  and  the  result  shall  be  deemed  and  treated 
as  the  actual  value  of  the  property  of  such  company. 

"The  executive  council  shall,  for  the  purpose  of  ascertaining  the 
actual  value  of  the  property  within  the  state  of  Iowa,  next  ascertain 
from  such  statements  or  otherwise,  the  actual  value  in  localities 
where  the  same  is  situated,  of  the  several  pieces  of  real  estate  situ- 
ated without  the  state  of  Iowa,  and  not  specifically  used  in  the  gen- 
eral business  of  such  company,  which  said  actual  value  shall  be  by 
the  executive  council  deducted  from  the  gross  actual  value  of  the 
property  as  above  ascertained.  The  executive  council  shall  next  as- 
certain the  actual  value  of  the  property  of  such  company  within  the 
state  of  Iowa,  by  taking  the  proportion  of  the  whole  aggregate  value 
of  said  company,  as  above  ascertained,  after  deducting  the  actual 
value  of  such  real  estate  without  the  state,  which  the  length  of  the 
routes  within  the  state  of  Iowa,  bears  to  the  whole  length  of  the  routes 
of  such  company,  and  such  amount  so  ascertained  shall  be  considered 
and  taken  to  be  the  entire  actual  value  of  the  property  of  said  com- 
panies within  the  state  of  Iowa.  From  the  entire  actual  value  of  the 
property  within  the  state  so  ascertained,  there  shall  be  deducted  by 
the  said  council,  the  actual  value  of  all  the  real  estate,  structures, 
machinery  and  appliances  within  the  state  that  are  subject  to  local 
taxation  within  the  counties,  townships  and  other  assessment  dis- 
tricts as  hereinbefore  described  in  the  sixth  item  of  section  1  of 
this  act. 

"Sec.  5.  The  executive  council  shall  thereupon  ascertain  the 
value  per  mile  of  the  property  within  the  state,  by  dividing  the  total 
value  as  above  ascertained,  after  deducting  the  specific  properties 
locally  assessed  within  the  state,  by  the  number  of  miles  within  the 
state,  and  the  result  shall  be  deemed  and  held  to  be  the  actual  value 
per  mile  of  the  property  of  such  company  within  the  state  of  Iowa. 
The  assessed  or  taxable  value  shall  be  determined  by  taking  that 
percentage  of  the  actual  value  so  ascertained,  as  is  provided  by  sec- 
tion thirteen  hundred  and  five  of  the  code,  and  such  valuation  and 
assessment  shall  be  in  the  same  ratio  as  that  of  the  property  of  in- 
dividuals. 

' '  Sec.  6.  Said  executive  council  shall  thereupon,  for  the  pur- 
pose of  determining  what  amount  shall  be  assessed  by  it  to  the  said 
company,  in  each  county  of  the  state,  through,  across,  into  or  over 
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which  the  route  of  said  company  extends,  multiply  the  value  per 
mile,  as  above  ascertained,  by  the  number  of  miles  in  each  of  such 
counties,  as  reported  in  said  statements,  or  as  otherwise  ascertained, 
and  the  result  thereof  shall  be  by  said  council  certified  to  the  auditor 
of  state,  who  shall  thereupon  certify  the  same  to  the  auditors 
respectively  of  the  several  counties  through,  into,  over  and  across 
which  the  routes  of  said  company  extend,  together  with  a  statement 
of  the  length  of  the  routes  in  each  township  and  assessment  district 
in  each  county. 

''Sec.  7.  At  the  first  meeting  of  the  board  of  supervisors  held 
after  such  statement  is  received  by  the  county  auditor,  it  shall  cause 
the  same  to  be  entered  on  its  minute  book  and  make  and  enter 
therein  an  order  stating  the  length  of  the  routes  and  the  assessed 
value  of  each  in  each  city,  town,  township,  or  other  assessment  dis- 
trict in  its  county  through  or  into  which  said  routes  extend,  as  fixed 
by  the  executive  council,  which  shall  constitute  the  taxable  value  of 
said  property  for  taxing  purposes,  and  the  taxes  on  said  property, 
when  collected  by  the  county  treasurer,  shall  be  disposed  of  as  other 
taxes.  The  county  auditor  shall  transmit  a  copy  of  said  order  to 
the  councils  of  cities  or  towns  and  to  the  trustees  of  each  town- 
ship in  the  county.  The  county  auditor  shall  also  add  to  the  value 
so  apportioned  the  assessed  value  of  the  real  estate,  structures, 
machinery,  fixtures  and  appliances  situated  in  any  township  or  as- 
sessment district,  as  returned  by  the  assessors  thereof,  and  extend 
the  taxes  thereon  upon  the  tax  list,  as  in  other  cases.  All  such  prop- 
erty shall  be  taxable  upon  said  assessment  at  the  same  rates,  by  the 
same  officers  and  for  the  same  purposes  as  the  property  of  individu- 
als within  such  counties,  townships  or  assessment  districts." — 
Senate  File,  No.  66, 1900,  by  Cheshire. 

473  See  above,  p.  204. 

474  The  Iowa  State  Register,  March  15,  1900. 

475  "Senator  Cheshire,"  reports  The  Iowa  State  Register,  "after 
the    amendments    offered  by  the  committee  had  been  agreed  to, 
opened  the  debate.    He  said  the  unit  plan  has  been  upheld  by  every 
court.    It  has  been  enacted  in  several  states.    It  is  not  novel.  Wis- 
consin, Texas,  Arkansas,  Ohio,  Indiana,  Massachusetts  having  all 
adopted  this  method  of  taxation  in  one  form  or  another.   In  every 
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•ease  wherein  the  corporations  have  fought  this  idea  of  taxation  the 
principle  has  been  upheld.  He  explained  the  provisions  of  the  bill 
in  detail  and  read  the  decisions  of  the  court  sustaining  not  only  the 
general  principle  of  this  system  of  taxation,  but  sustaining  the  pro- 
vision that  in  ascertaining  the  value  of  stock  in  corporations  it  is 
necessary  to  add  the  bonded  debt.  He  said  that  express  companies 
do  $2,000,000  of  business  in  Iowa  each  year.  They  compete  with 
banks  and  lawyers.  The  farmer  can  not  escape  the  levy  of  taxes. 
The  legislature  of  Iowa  should  see  that  the  express  companies  pay 
their  share.  The  present  law  is  one  the  express  companies  scoff  and 
laugh  at.  Under  it  they  altogether  pay  $7,000  a  year.  One  hundred 
•and  twenty  farmers  owning  a  quarter  section  pay  more  than  that. 
They  fought  the  bill.  The  same  Mephistopheles  of  the  lobby  was 
liere  then  as  now.  Learning  that  some  justice  was  likely  to  be  en- 
acted into  law  along  this  line  two  years  ago,  they  asked  for  an  ad- 
ditional 1  per  cent  tax  and  laughed  at  the  legislature.  The  present 
law  is  held  unconstitutional.  Some  law  must  therefore  be  enacted 
by  the  assembly." — The  Iowa  State  Register,  March  16,  1900. 

476  The  Iowa  State  Register,  March  17,  1900. 

477  ""While  I  have  the  highest  regard  and  almost  reverence  for 
the  distinguished  senator  from  Poweshiek,"  said  Senator  Junkin, 
""I  am  fearful  that  some  Oom  Paul  or  little  magician,  by  their  in- 
genuity, have  caused  him  to  form  a  misconception  of  the  bill  under 
consideration.    This  is  the  first  time  we  have  learned  of  this  danger- 
ous feature  of  the  bill.    I  hold  in  my  hand  the  written  objections 
made  by  the  express  company  through  its  representative  to  this  bill 
in  committee.    Nowhere  can  I  find  in  those  objections  the  one  that 
is  raised  by  the  senator  from  Poweshiek,  so  that  in  the  objections 
made  when  they  had  a  hearing  before  the  ways  and  means  committee 
they  never  urged  this  one,  nor  when  they  submitted  them  to  writ- 
ing.    Now,  my  good  friend  from  Burlington,  who  says  he  is  the 

friend  of  the  express  company,  was  the  chairman  of  the  sub-com- 
mittee which  prepared  these  amendments,  and  made  no  such  recom- 
mendation as  chairman  of  that  sub-committee  that  this  was  a  dan- 
gerous condition  for  the  express  companies.  I  concede  it  is  a  danger- 
ous provisions  to  the  express  companies  if  they  desire  to  avoid  tax- 
ation, but  it  is  a  devitalizing  provision  of  the  bill,  and  we  might 
just  as  well  strike  out  the  enacting  clause,  because  it  allows  the  com- 
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pany  to  deduct  its  indebtedness  from  the  amount  of  the  property. 
— The  Iowa  State  Register,  March  17,  1900. 

478  The  Iowa  State  Register,  March  17,  1900. 

479  Senate  Journal,  1900,  p.  686. 

480  Laws  of  Iowa,  1902,  p.  117. 

481  Laws  of  Iowa,  1907,  p.  67. 

482  The  following  is  a  copy  of  the  section  relating  to  the  valuation 
of  the  property  of  express  companies: 

"The  executive  council  shall  first  ascertain  the  actual  value  of 
the  entire  property  owned  by  said  company,  from  said  statements 
or  otherwise,  for  that  purpose  taking  the  aggregate  market  value  of 
all  shares  of  capital  stock,  in  case  said  shares  have  a  market  value, 
and  in  case  they  have  none  taking  the  actual  value  thereof  or  of  the 
capital  of  said  company,  in  whatever  manner  the  same  is  divided, 
in  case  no  shares  of  capital  stock  have  been  issued;  provided,  how- 
ever, that  in  case  the  whole  or  any  portion  of  the  property  of  said 
company  shall  be  encumbered  by  a  mortgage  or  mortgages,  such 
council  shall  ascertain  the  actual  value  of  such  property  by  adding 
to  the  market  value  or  the  aggregate  shares  of  stock  or  to  the  value 
of  the  capital,  in  case  there  shall  be  no  such  shares,  the  aggregate 
amount  of  the  market  or  cash  value  of  such  mortgage  or  mortgages, 
and  the  result  shall  be  deemed  and  treated  as  the  actual  value  of 
the  property  of  such  company.  The  executive  council  shall,  for  the 
purpose  of  ascertaining  the  actual  value  of  the  property  within 
the  state  of  Iowa,  next  ascertain  from  such  statements  or  otherwise 
the  actual  value  of  the  property,  both  real  and  personal,  owned  by 
the  company,  and  which  is  used  exclusively  outside  the  general 
business  of  the  company,  and  also  the  actual  value  of  that  part  of 
its  property,  if  any,  without  the  state  which  cannot  lawfully  be 
considered  in  determining  the  mileage  value  of  its  routes ;  and  the 
aggregate  of  such  values  shall  be  deducted  from  the  entire  actual 
value  of  the  property  as  above  ascertained.  The  executive  council 
shall  next  ascertain  and  deduct  the  actual  value  of  the  sea  or  ocean 
routes  of  any  such  company,  and  in  ascertaining  the  same  may 
take  into  consideration  the  earnings,  both  gross  and  net,  per  mile, 
of  such  sea  or  ocean  routes,  as  compared  with  the  earnings,  gross 
and  net,  of  the  land  routes  of  such  company  or  may  ascertain  their 


NOTES  AND  REFERENCES  427 

value  in  any  other  practicable  manner,  and  may  require  that  the 
reports  heretofore  provided  for  shall  show  such  earnings.  There- 
upon the  executive  council  shall  ascertain  the  actual  value  of  the 
property  of  such  company  within  the  state  of  Iowa,  and  for  that 
purpose  may  take  into  consideration  the  proportional  value  of  the 
company's  property  without  and  within  the  state,  and  shall  take 
as  a  basis  of  valuation  of  the  company's  property  in  this  state  the 
proportion  of  the  whole  aggregate  value  of  the  property  of  said 
company,  as  above  ascertained,  after  making  the  deductions  above 
provided  for  which  the  length  of  the  routes  within  the  state  of  Iowa 
bears  to  the  whole  length  of  the  routes  of  such  company  other  than 
sea  or  ocean  routes,  and  such  amount  so  ascertained  shall  be  con- 
sidered and  taken  to  be  the  entire  actual  value  of  the  property  of 
such  company  within  the  state  of  Iowa.  From  the  entire  actual 
value  of  the  property  within  the  state  so  ascertained,  there  shall 
be  deducted  by  the  said  council  the  actual  value  of  all  the  real 
estate,  buildings,  machinery,  appliances,  and  personal  property  not 
used  exclusively  in  the  conduct  of  the  business  within  the  state  that 
are  subject  to  local  taxation  within  the  counties,  townships,  and 
other  assessment  districts  as  hereinbefore  described  in  the  sixth 
item  of  section  one  of  this  act." — Laws  of  Iowa,  1907,  p.  67. 

483  Thirty-eighth  Annual  Report  of  The  Assessed  Valuation  of 
Railroad  Equipment   and  Express  Companies'  Property  in  Iowa, 
1909,  p.  57. 

484  Thirty-eighth  Annual  Report  of  The  Assessed  Valuation  of 
Railroad  Equipment  and  Express  Companies'  Property  in  Iowa, 
1909,  p.  58. 

485  Thirty-eighth  Annual  Report  of  The  Assessed  Valuation  of 
Railroad  Equipment  and  Express  Companies'  Property  in  Iowa, 
1909,  pp.  59,  60. 

486  Thirty-eighth  Annual  Report  of  The  Assessed  Valuation  of 
Railroad  Equipment  and  Express  Companies'  Property  in  Iowa, 
1909,  p.  61. 

487  Seventh  Annual  Financial  Report  of  Audubon  County,  Iowa, 
1908,  p.  46. 

488  See  Vol.  II,  Chapter  XXII. 

489  Municipal  Accounts  Report,  Iowa,  1907,  p.  43. 
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CHAPTER  IX 

490  See  above,  pp.  181-183. 

491  Laws  of  Iowa,  1868,  p.  264. 

492  Laws  of  Iowa,  1896,  p.  40. 

493  Report  of  Auditor  of  State,  1877,  p.  9. 

494  Laws  of  Iowa,  1878,  p.  53. 

495  Laws  of  Iowa,  1878,  p.  54. 
49«  See  Vol.  II,  Chapter  XX. 

497  Report  of  Auditor  of  State,  1879,  p.  12 ;  1881,  p.  8. 

498  67  Iowa  250. 

499  Laws  of  Iowa,  1878,  p.  53. 

500  This  case  is  so  important  from  the  standpoint  of  a  State  tax 
on  the  property  of  certain  State  wide  public  service  corporations 
that  the  brief  opinion  of  Judge  Adams  is  here  given  in  full. 

"The  court",  said  Judge  Adams,  "assessed  only  the  property 
within  the  city.  The  defendant  contends  that  the  court  should 
have  assessed  all  the  property  of  the  company  within  the  county, 
and  also  that  it  should  have  assessed  the  property  within  the  city 
higher  than  it  did.  The  plaintiff  contends  that  the  court  erred  in 
assessing  the  property  at  all.  Its  position  is  that  telephone  lines 
and  property  should  be  assessed  in  the  mode  provided  for  assessing 
telegraph  lines  and  property;  (Chap.  59,  Laws  of  1878;  Miller's 
Code,  365;)  and  we  have  to  say  that  we  think  that  its  position  must 
he  sustained.  Both  the  telephone  and  telegraph  are  used  for  distant 
communication  by  means  of  wires  stretched  over  different  jurisdic- 
tions. The  fundamental  principle  in  each  by  which  communica- 
tion is  secured  is  the  same.  It  was  held  in  Wisconsin  Telephone  Co. 
v.  City  of  Oshkosh,  62  Wis.  32 ;  S.  C.,  21  N.  W.  Rep.,  828,  that  a 
statute  authorizing  the  formation  of  corporations  for  building, 
owning  and  operating  telegraph  lines  was  sufficient  to  authorize  the 
formation  of  corporations  for  building,  owning,  and  operating 
telephone  lines,  the  decision  being  based  upon  the  identity  of  the 
principle  by  which  communication  in  each  case  is  secured.  See, 
also,  in  this  connection,  Attorney-general  v.  Edison  Telephone  Co. 
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6  Q.  B.  Div.,  244.  It  is  not  to  be  denied,  probably,  that  the  tel- 
ephone service  is  more  restricted  as  a  means  of  communication ;  but 
the  difference  in  this  respect  is  not  such,  we  think,  as  to  render  in- 
applicable the  mode  of  taxation  provided  for  telegraph  companies, 
"It  follows  that  on  the  defendant's  appeal  the  judgment  must 
be  affirmed  and  on  the  plaintiff's  appeal  reversed." — 67  Iowa 
250,  251. 

501  Code  of  Iowa,  1897,  pp.  468,  469. 

502  Code  of  Iowa,  1897,  p.  469. 

503  Code  of  Iowa,  1897,  p.  470. 
604  109  Iowa  585. 

505  See  above,  p.  184. 

see  The  method  adopted  in  a  certain  case  depends  upon  the 
nature  of  the  company  and  the  wishes  of  the  Executive  Council. 

507  Section  four  of  Senate  File  65  as  introduced  by  Senator  T. 
A.  Cheshire,  which  defines  the  method  of  assessment  of  the  property 
of  telephone  companies,  is  as  follows : 

"The  executive  council  shall  first  ascertain  the  actual  value  of 
the  entire  property  owned  by  said  company,  from  said  statements 
or  otherwise,  for  that  purpose  taking  the  aggregate  value  of  all 
shares  of  capital  stock,  in  case  said  shares  have  a  market  value,  and 
in  case  they  have  none,  taking  the  actual  value  thereof  or  of  the 
capital  of  said  company,  in  whatever  manner  the  same  is  divided, 
in  case  no  shares  of  capital  stock  have  been  issued ;  provided,  how- 
ever, that  in  case  the  whole  or  any  portion  of  the  property  of  said 
company  shall  be  encumbered  by  a  mortgage  or  mortgages,  such 
council  shall  ascertain  the  actual  value  of  such  property  by  adding 
to  the  market  value,  or  the  aggregate  shares  of  stock  or  to  the  value 
of  the  capital,  in  case  there  shall  be  no  such  shares,  the  aggregate 
amounts  of  such  mortgage,  or  mortgages  and  the  result  shall  be 
deemed  and  treated  as  the  actual  value  of  the  property  of  such 
company. 

"The  executive  council  shall,  for  the  purpose  of  ascertaining 
the  actual  value  of  the  property  within  the  state  of  Iowa,  next  as- 
certain from  such  statements  or  otherwise,  the  actual  value  in 
localities  where  the  same  is  situated,  of  the  several  pieces  of  real 
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estate  situated  without  the  state  of  Iowa,  and  not  specifically  used 
in  the  general  business  of  such  company,  which  said  actual  value 
shall  be  by  the  executive  council  deducted  from  the  gross  actual 
value  of  the  property  as  above  ascertained.  The  executive  council 
shall  next  ascertain  the  actual  value  of  the  property  of  such  com- 
pany within  the  state  of  Iowa,  by  taking  the  proportion  of  the  whole 
aggregate  value  of  said  company,  as  above  ascertained,  after  de- 
ducting the  actual  value  of  such  real  estate  without  the  state,  which 
the  length  of  the  routes  within  the  state  of  Iowa  bears  to  the 
whole  length  of  the  routes  of  such  company,  and  such  amount  so 
ascertained,  shall  be  considered  and  taken  to  be  the  entire  actual 
value  of  the  property  of  said  companies  within  the  state  of  Iowa. 
From  the  entire  actual  value  of  the  property  within  the  state  so 
ascertained,  there  shall  be  deducted  by  the  said  council,  the  actual 
value  of  all  the  real  estate,  structures,  machinery  and  appliances 
within  the  state  that  are  subject  to  local  taxation  within  the  coun- 
ties, townships  and  other  assessment  districts  as  hereinbefore  de- 
scribed in  the  sixth  item  of  section  1  of  this  act. ' ' — Senate  File,  No. 
65,  1900,  Section  4. 

508  See  above,  p.  186. 

509  The  Iowa  State  Register,  Feb.  23,  1900. 

510  The  Iowa  State  Register,  Feb.  23, 1900. 

511  The  following  independent  telephone  people  appeared  before 
the  Ways  and  Means  Committee  of  the  Senate  against  the  Cheshire 
bills  and  in  favor  of  the  Blanchard  bill : 

George  N.  Bandy,  of  Perry,  president  of  the  State  Association  of 
Independent  Telephone  Companies;  J.  S.  Bellamy,  of  Knoxville, 
president  of  Southeastern  Independent  Telephone  Companies'  As- 
sociation; J.  F.  Hendrickson,  of  Wapello;  C.  M.  McFatridge,  of 
Moravia ;  Mr.  Smith,  of  Clearfield ;  H.  C.  Raney,  of  Fairfield,  pres- 
ident of  the  Fairfield  Telephone  Company  and  chairman  of  the 
executive  committee  of  the  State  Association  of  Independent  Com- 
panies; Mr.  Witherington,  of  Toledo;  W.  C.  Wycoff,  of  Rock 
Rapids;  Ed.  Martin,  of  Webster  City;  H.  C.  Smith,  of  Man- 
chester; C.  B.  Doby,  of  Sigourney;  and  Mr.  Howe,  of  Marshall- 
town. — Taken  from  The  Iowa  State  Register,  February  27,  1900. 
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512  The  following  is  a  clear  statement  of  this  argument  which 
was  so  frequently  advanced  by  the  telephone  companies : 

"The  independent  people  insist  that  if  the  Cheshire  bill  is  passed 
the  telephone  companies  operating  these  extended  toll  lines  will  be 
taxed  not  only  in  Minnesota,  Nebraska  and  Missouri  on  their  prop- 
erty in  those  states,  but  also  in  Iowa.  For  instance,  the  big  stations 
where  the  headquarters  are  in  the  cities  of  Minneapolis,  Omaha,  St. 
Joe  and  Kansas  City,  are,  it  is  presumed,  taxed  according  to  their 
value;  the  full  value  of  the  big  exchanges  are  taxed  already.  Yet 
the  Cheshire  bill  provides  that  the  value  of  this  property  shall  be 
divided  by  the  number  of  miles  of  telephone  line  and  the  miles  in 
Iowa  shall  bear  their  proportion.  This,  the  independent  people 
insist,  will  be  double  taxation". — The  Iowa  State  Register,  Febru- 
ary 27,  1900. 

513  The  Iowa  State  Register,  March  14,  1900. 

514  The  Iowa  State  Register,  March  22,  1900. 

515  The  Iowa  State  Register,  March  23,  1900. 

516  Code  of  Iowa,  1897,  p.  469. 

517  The  Iowa  State  Register,  March  23,  1900. 

518  Senate  Journal,  1900,  pp.  757,  758. 

519  Code  of  Iowa,  1897,  p.  469. 

520  Laws  of  Iowa,  1900,  p.  24. 

521  Code  of  Iowa,  1897,  p.  470. 

522  Laws  of  Iowa,  1900,  p.  25. 

523  Laws  of  Iowa,  1904,  pp.  38,  39. 

524  See  above,  p.  170. 

525  123  Iowa  594,  595. 

526  112  N.  W.  Reporter  823. 

527  Code  of  Iowa,  1897,  p.  470. 

528  Code  of  Iowa,  1897,  pp.  468-470. 

529  112  N.  W.  Reporter  825. 

530  Report  of  The  Tenth  Annual  Assessment  of  Telegraph   and 
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Telephone  Property  of  The  State  of  Iowa,  as  fixed  by  the  Executive- 
Council,  July  26,  1909,  p.  4. 

631  Report  of  The  Tenth  Annual  Assessment  of  Telegraph   and 
Telephone  Property  of  The  State  of  Iowa,  as  fixed  by  the  Executive 
Council,  July  26,  1909,  pp.  4-6. 

632  Report  of  The  Tenth  Annual  Assessment  of  Telegraph   and 
Telephone  Property  of  The  State  of  Iowa,  as  fixed  by  the  Executive 
Council,  July  26,  1909,  p.  7. 

MS  Financial  Report  of  Chickasaw  County,  Iowa,  1908,  p.  47. 

534  Municipal  Accounts  Report,  Iowa,  1907,  p.  43. 

535  See  Volume  II,  Chapter  XXV. 

CHAPTER  X 

536  Report  of  the  Revenue  Commission  of  Iowa,  1893,  pp.  15,  43- 
47. 

537  Report  of  the  Revenue  Commission  of  Iowa,  1893,  pp.  43,  44. 
688  See  above,  p.  99. 

539  Proposed  Revision  of  the  Code  of  Iowa,  1896,  pp.  256,  257. 

540  Report  of  Code  Commissioners,  1896,  p.  50. 

541  Shambaugh's  Messages  and  Proclamations  of  the  Governors 
of  Iowa,  Vol.  VII,  p.  26. 

542  The  Iowa  State  Register,  March  7,  1896. 

543  Laws  of  Iowa,  1896,  pp.  35-39. 

544  The  following  is  the  section  concerning  the  rate  of  the  tax : 
"All  property  within  the  jurisdiction  of  this  state,  and  any  in- 
terest therein,  whether  belonging  to  the  inhabitants  of  this  state 
or  not.  and  whether  tangible  or  intangible,  which  shall  pass  by  will 
or  by  the  intestate  laws  of  this  or  any  other  state,  or  by  deed,  grant, 
sale,  or  gift  made  or  intended  to  take  effect  in  possession  or  in  en- 
joyment after  the  death  of  the  grantor,  or  donor,  to  any  person  in 
trust  or  otherwise,  other  than  to  or  for  the  use  of  the  father,  mother, 
husband,  wife,  lineal  descendant,  adopted  child,  the  lineal  descend- 
ant of  an  adopted  child  of  a  decedent,  or  to  or  for  charitable,  educa- 
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tional,  or  religious  societies  or  institutions  within  this  state,  shall 
be  subject  to  a  tax  of  five  per  centum  of  its  value,  above  the  sum 
of  one  thousand  dollars,  after  the  payment  of  all  debts,  for  the  use 
of  the  state;  and  all  administrators,  executors,  and  trustees,  and 
any  such  grantee  under  a  conveyance,  and  any  such  donor  under  a 
gift,  made  during  the  grantor 's  or  donor 's  life,  shall  be  respectively 
liable  for  all  such  taxes  to  be  paid  by  them  respectively,  except  as 
herein  otherwise  provided,  with  lawful  interest  as  hereinafter 
set  forth,  until  the  same  shall  have  been  paid.  The  tax  aforesaid 
shall  be  and  remain  a  lien  on  such  estate  from  the  death  of  the 
decedent  until  paid." — Laws  of  loiva,  1896,  pp.  35,  36. 

545  Laws  of  Iowa,  1896,  pp.  36,  37. 

546  Report  of  Treasurer  of  State,  1897,  pp.  44,  45. 

547  Report  of  Treasurer  and  Receiver  General  of  Massachusetts, 
1891,  p.  12. 

548  Report  of  Treasurer  and  Receiver  General  of  Massachusetts, 
1895,  pp.  16,  17. 

549  Report  of  Comptroller  of  New  York,  1892,  p.  xxix. 

550  On  this  point  Comptroller  James  A.  Roberts  has  the  follow- 
ing to  say : 

' '  The  department  feels  that  no  inconsiderable  portion  of  this  in- 
crease [of  taxes]  was  due  to  the  attention  given  the  appraisal  of 
estates  by  representatives  of  the  department,  preventing  thereby 
an  undervaluation  of  estates  or  their  complete  escape  of  taxation. 
Experience  seems  to  demonstrate  that  it  is  for  the  interests  of  this 
state,  in  its  large  counties,  to  have  a  reliable  person  to  attend  every 
appraisal. 

"The  last  legislature  amended  chapter  399  of  the  laws  of  1892, 
giving  the  Comptroller  authority,  with  the  approval  of  the  At- 
torney-General, and  a  Justice  of  the  Supreme  Court  of  the  judicial 
district  in  which  the  decedent  resided,  to  compromise  and  settle  the 
amount  of  tax  where  controversies  have  arisen,  or  may  hereafter 
arise,  as  to  the  relationship  of  the  beneficiary  to  the  former  owner 
thereof.  .  .  .  The  Legislature  also  gave  the  Comptroller  power,  if 
he  believes  an  appraisal,  assessment,  or  determination  have  been 
fraudulently,  collusively  or  erroneously  made,  to  make  application 

28 
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to  a  Justice  of  the  Supreme  Court  of  the  judicial  district  in  which 
the  decedent  resided  for  a  reappraisal  of  the  estate,  provided,  that 
such  application  is  made  within  two  years  after  the  entry  of  the 
order  by  the  surrogate.  Several  cases  are  now  pending  under  this 
last  named  act,  and  in  one  the  report  has  been  filed  showing  a 
tax  due  on  over  $200,000  of  securities." — Quoted  in  Report  of  Treas- 
urer of  State,  1897,  pp.  51,  52,  from  the  Report  of  Comptroller  of 
New  Jork,  1896,  p.  xiii. 

551  Report  of  Treasurer  of  State,  1897,  p.  47. 

552  Shambaugh's  Messages  and  Proclamations  of  the  Governors 
of  Iowa,  Vol.  VII,  p.  128. 

553  Laws  of  Iowa,  1898,  p.  27. 

354  Laws  of  Iowa,  1898,  pp.  27,  28. 

555  Laws  of  Iowa,  1898,  p.  28. 

556  Judges  S.  M.  Weaver,  L.  E.  Fellows,  H.  M.  Towner,  Z.  A. 
Church,  and  Mr.  M.  J.  Wade  were  appointed  for  this  work. 

557  Report  of  Treasurer  of  State,  1899,  p.  223. 

558  Report  of  Treasurer  of  State,  1898,  pp.  6,  7. 

559  Report  of  Treasurer  of  State,  1899,  p.  xxxviii. 

560  Report  of  Treasurer  of  State,  1899,  p.  xliii. 

561  See  above,  p.  239. 

562  jror  reasons  stated  elsewhere,  the  writer  believes  this  to  be  an 
unfortunate  recommendation.     The  language  of  the  Treasurer  was 
as  follows: 

"In  this  connection  I  suggest  the  advisability  of  increasing  the 
rate  of  the  tax  upon  property  going  to  collateral  heirs  which  may 
go  outside  the  State  and  outside  the  National  jurisdiction.  This 
would  be  thoroughly  in  harmony  with  wise  public  policy  and  sound 
finance.  The  citizens  of  this  State  are  taxed  to  support  our  Police 
and  Courts  and  Government  which  protect  a  man  in  his  life  and 
property.  If  on  his  death  his  property  goes  entirely  out  of  the 
State,  goes  to  New  England  or  to  Germany,  as  numbers  of  estates 
do,  it  is  not  unjust  or  unwise  to  assess  a  larger  tax  against  such 
property  than  is  charged  against  estates  going  to  persons  resident 
in  Iowa  and  constant  contributors  to  our  industries  and  State  and 
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going  to  collateral  beneficiaries  living  outside  of  Iowa  but  citizens 
of  other  States  of  the  United  States,  and  a  tax  of  10  per  cent  upon 
property  passing  to  heirs  or  devisees  living  in  a  foreign  country, 
should  be  instituted.  The  same  rates  of  assessment  should  prevail 
where  estates  probated  outside  of  Iowa  possessing  lands  and  per- 
sonalty in  this  State  pass  to  collateral  beneficiaries." — Report  of 
Treasurer  of  State,  1899,  p.  Iv. 

5«3  Laws  of  Iowa,  1900,  p.  36. 

664  Report  of  Treasurer  of  State,  1901,  p.  11. 

565  Report  of  Treasurer  of  State,  1901,  p.  12. 

566  Laws  of  Iowa,  1902,  p.  39. 

567  See  above,  p.  249. 

568  Report  of  Treasurer  of  State,  1903,  p.  8. 

569  The  following  is  the  statement  made  by  the  Treasurer  of  State : 
"The  same  question  is  dealt  with  in  successive  acts  of  the  legis- 
lature, besides  a  set  of  rules  promulgated  by  a  commission,  which 
rules  are  nowhere  found  in  any  of  the  session  laws,  though   they 
are  now  published  in  the  Code  supplement.     It  is  because  of  this 
confusion  that  we  advocated  a  codification  in  our  last  report,  and 
the  two  years  that  have  since  elapsed  have  in  no  way  changed  our 
position  except  to  strengthen  our  advocacy  of  the  measure.    There 
should  be  uniformity  in  the  enforcement  of  any  law.     Especially 
should  this  be  true  of  revenue  laws.     To  procure  uniformity  the 
codification  indicated  in  the  printed  bill  before  the  Twenty-ninth 
General   Assembly   should  be  enacted." — Report  of  Treasurer  of 
State,  1903,  p.  8. 

570  See  above,  p.  231. 
*™Senate  Journal,  1904,  p.  947. 
572  Laws  of  Iowa,  1904,  p.  43. 
673  House  Journal,  1904,  p.  195. 

574  Report  of  Treasurer  of  State,  1905,  p.  viii. 

575  Laws  of  Iowa,  1906,  pp.  37,  38. 

876  The  following  section  is  a  good  illustration  of  one  phase  of 
our  present  revenue  system: 
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"That  the  law  as  it  appears  in  section  number  one  thousand 
four  hundred  and  sixty-seven  (1467)  of  the  supplement  to  the  code, 
1907,  be  and  the  same  is  hereby  amended  by  striking  out  the  semi- 
colon as  appears  therein  following  the  word  'week'  in  the  twelfth 
line  thereof  and  inserting  in  lieu  thereof,  after  the  word  'week'  the 
following:  'Or  any  bequest,  not  to  exceed  $500.00,  to  and  in  favor 
of  any  person,  having  for  its  purpose  the  performance  of  any 
religious  service  to  be  performed  for  and  in  behalf  of  decedent  or 
any  person  named  in  his  or  her  last  will  and  testament,  or  any 
cemetery  associations.'  " — Laws  of  Iowa,  1909,  p.  81. 

677  The  following  is  the  statement  by  Governor  Cummins: 
"We  now  have  a  statute  which  levies,  under  certain  conditions,  a 
collateral  inheritance  tax.  The  propriety  of  levying  also  a  direct 
inheritance  tax  may  well  engage  your  attention.  I  do  not  look  upon 
a  tax  of  that  character  as  a  method  for  the  reduction  of  swollen 
fortunes.  I  view  it  solely  as  another  effort  to  equalize  the  burdens 
of  society.  It  ought  not  to  be  levied  upon  small  inheritances;  but 
after  the  proper  limit  is  passed,  there  is  no  reason  which  justifies 
a  collateral  inheritance  tax  which  will  not  also  vindicate  one  upon 
direct  inheritances.  I  earnestly  hope  that  you  will  interest  your- 
selves in  the  subject,  and  take  such  action  upon  it  as  the  best  in- 
terest of  the  State  requires." — Message  of  Albert  B.  Cummins,  Gov- 
ernor of  the  State  of  Iowa,  1907,  p.  13. 

578  Senate  Journal,  1907,  p.  1211. 

579  Message  of  Warren  Garst,  Governor  of  the  State  of  loiva,  1909, 
p.  24. 

580  Senate  Journal,  1909,  p.  1369. 

581  House  Journal,  1909,  p.  1173. 

582  House  File,  No.  129,  1909,  by  Lee. 

583  The  writer  was  in  daily  contact  with  the  work  of  the  Thirty- 
third  General  Assembly,  and  bases  this  statement  on  what  he  be- 
lieves to  be  a  fairly  accurate  knowledge  of  facts  and  conditions. 

584  The  following  is  a  copy  of  the  Gillilland  bill : 

"Section  1.     Section  Fourteen  Hundred  and  Sixty-seven  (1467) 
of  the  Code  is  hereby  amended  by  adding  thereto  the  following: 
"Where  the  share  of  the  inheritance  exclusive  of  real  estate 
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therein,  or  the  proceeds  of  the  sale  thereof  falling  to  the  father, 
mother,  husband,  wife,  lineal  descendant,  adopted  child,  or  the 
lineal  descendant  of  an  adopted  child  of  decedent,  after  the  pay- 
ment of  all  debts,  exceeds  the  sum  of  Ten  Thousand  ($10,000) 
Dollars,  such  excess  shall  be  subject  to  a  tax  as  follows:  On  the 
first  Ten  Thousand  ($10,000)  Dollars  or  fraction  thereof,  one  per 
centum;  on  the  second  Ten  Thousand  ($10,000)  Dollars  or  fraction 
thereof,  two  per  centum;  on  the  third  Ten  Thousand  ($10,000) 
Dollars  or  fraction  thereof,  three  per  centum;  on  the  fourth  Ten 
Thousand  ($10,000)  Dollars  or  fraction  thereof,  four  per  centum; 
and  on  any  sum  or  interest  beyond  such  fourth  Ten  Thousand 
($10,000)  Dollars,  five  per  centum;  provided,  however,  that  to  the 
surviving  spouse  there  shall  be  exempt  the  full  net  one-third  of 
the  estate,  however  large.  All  the  provisions  of  this  chapter  relat- 
ing to  the  man  [n]  er  of  enforcement  and  collection  of  the  collateral 
inheritance  tax  shall  apply  to  the  enforcement  and  collection  of 
the  direct  inheritance  tax  herein  provided  for." — Senate  File,  No. 
33,  1909. 

585  The  facts  in  this  case,  which  will  be  of  interest  to  the  reader, 
are  stated  by  Justice  Robinson  in  these  words: 

"This  proceeding  arises  under  chapter  28  of  the  Acts  of  the 
Twenty-Sixth  General  Assembly,  entitled  'An  act  imposing  a  col- 
lateral inheritance  tax  and  providing  for  the  collection  of  the  same. ' 
The  material  facts  involved  are  as  follows:  In  August,  1896, 
Thomas  H.  McGhee,  a  non-resident  of  this  state,  died  intestate. 
Neither  wife,  parent,  nor  any  lineal  descendant,  adopted  child,  nor 
lineal  descendant  of  an  adopted  child,  survived  him,  and  his  only 
heirs  are  twenty-five  children  and  grand-children  of  his  four 
deceased  sisters.  He  left  both  real  and  personal  property  in  this 
state,  and  on  the  last  day  of  August,  1896,  Nath.  French  was  ap- 
pointed administrator  of  his  property  within  this  state.  In  March, 
1897,  the  administrator  commenced  this  proceeding,  in  which  he 
asked  for  the  appointment  of  three  appraisers  to  value  and  appraise 
the  property  of  the  decedent  within  this  state,  for  the  purpose  of 
ascertaining  the  amount  of  inheritance  tax  due  on  the  property. 
Appraisers  were  accordingly  appointed,  who  thereafter  filed  a  report 
which  contained  a  list  of  the  property  which  belonged  to  the  estate 
and  fixed  its  'assessed  value'  at  twenty-two  thousand,  five  hundred 
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and  thirty-five  dollars,  and  stated  that  the  appraisers  were  uncer- 
tain whether  each  heir  was  entitled  to  an  exemption  of  one  thousand 
dollars,  or  whether  that  exemption  was  only  from  the  total  assessed 
value.  The  court  approved  the  appraisement,  and  found  that  each 
heir  was  entitled  to  an  exemption  of  one  thousand  dollars,  and 
thereupon  ordered  that  the  administrator  pay  the  collateral  tax  on 
the  amount  of  the  shares  of  each  heir  in  excess  of  one  thousand  dol- 
lars. Thereafter  the  state  filed  an  application  to  have  the  appraise- 
ment and  order  of  the  court  based  thereon  set  aside,  and  as  grounds 
therefor  stated  that  the  proceedings  had  been  without  notice  to  the 
state  and  that  it  had  not  had  an  opportunity  to  appear  at  the  time 
the  order  of  the  court  was  made,  that  the  appraisement  was  much 
below  the  actual  value  of  the  property,  and  that  the  court  erred  in 
computing  the  tax  due  from  the  estate,  to  the  prejudice  of  the  state. 
The  application  of  the  state  was  sustained,  and  the  appraisers  were 
directed  to  appraise  all  the  property  of  the  estate  at  a  fair  market 
value ;  and  it  was  also  ordered  that  from  the  valuation  thus  ascer- 
tained the  debts,  costs,  and  the  expenses  of  the  administration,  and 
the  sum  of  one  thousand  dollars,  exempt  by  statute,  be  deducted,  and 
that  the  remainder  be  assessed  with  the  collateral  inheritance  tax. 
A  new  appraisement  was  made  as  directed,  and  the  property  was 
appraised  at  the  sum  of  sixty-two  thousand,  five  hundred  and  eighty 
dollars.  After  deducting  the  expense  of  administration,  and  one 
thousand  dollars  in  addition,  fifty  eight  thousand  dollars,  subject 
to  the  statutory  tax,  were  found  to  remain.  The  valuation  and 
report  of  the  appraisers  were  approved,  and  the  payment  of  the 
inheritance  tax  on  the  amount  last  named  was  directed.  The  ad- 
ministrator appeals  from  the  order  setting  aside  the  first  appraise- 
ment, and  directing  a  new  one,  and  from  the  approval  of  the  second 
appraisement,  and  second  order  directing  the  payment  of  the 
tax."— 105  Iowa  10-12. 

sse  105  Iowa  13. 

587  Code  of  Iowa,  1873,  p.  7. 

588  The  following  is  the  language  of  the  statute :  ' '  All  property 
within  the  jurisdiction  of  this  state  ....  which  shall  pass  .... 
to  any  person   [other  than  the  person  exempted]   ....  shall  be 
subject  to  a  tax  of  five  per  centum  of  its  value,  above  the  sum  of 
one  thousand  dollars." — Laws  of  Iowa,  1896,  pp.  35,  36. 
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689  The  following  is  the  language  of  the  court  on  this  point : 
"But  the  tax  is  only  payable  on  account  of  the  property  of 
an  estate  in  excess  of  one  thousand  dollars  which  remains  'after 
the  payment  of  all  its  debts. '  To  whose  debts  does  the  statute  refer  ? 
The  officer  charged  with  the  duty  of  settling  the  estate  cannot  have 
official  knowledge  of  the  debts  of  the  collateral  heir  or  other  person 
to  whom  the  property  is  to  go,  and  there  does  not  appear  to  be  any 
good  reason  for  granting  to  such  a  person,  because  he  is  in  debt,  an 
exemption,  at  the  expense  of  the  state,  which  is  not  granted  to  a 
person  of  the  same  class  who  is  not  in  debt.  It  is  evident  that  the 
debts  to  be  paid  are  those  which  are  claims  against  the  estate  of 
decedent  and  we  are  of  the  opinion  that  both  of  the  phrases,  'above 
the  sum  of  one  thousand  dollars'  and  'after  the  payment  of  all 
debts, '  have  direct  relation  to  the  estate  of  the  decedent.  The  legis- 
lative intent  as  to  this  may  be  expressed  thus:  'All  property  within 
the  jurisdiction  of  this  state,  which  shall  pass  by  will  or  the  intestate 
laws  of  this  or  any  other  state,  or  by  deed,  grant,  sale  or  gift 
made  ....  other  than  to  or  for  the  use  of  the  persons  specified, 
shall  be  subject  to  a  tax  of  five  per  centum  of  its  value  above  the 
sum  of  one  thousand  dollars,  after  payment  of  all  its  debts,  for  the 
use  of  the  state.'  Other  portions  of  the  act  tend  to  justify  the  in- 
terpretation we  adopt,  and  we  do  not  doubt  that  it  expresses  the 
legislative  intent.  It  will,  as  nearly  as  is  practicable,  operate  uni- 
formly, where  the  conditions  are  the  same,  and  thus  produce 
equality  in  result." — 105  Iowa  14. 

590  105  Iowa  15. 

591  110  Iowa  290. 

592  In  re  McPherson,  104  New  York  321. 

593  110  Iowa  298. 

594  Iowa  Land  Co.  vs.  Soper,  39  Iowa  112;  Association  vs.  Heidi, 
107  Iowa  297 ;  Tuttle  vs.  Polk,  84  Iowa  12. 

595  110  Iowa  301. 

596  110  Iowa  342. 

597  The  following  was  written  by  Justice  McClain  in  Gilbert  son 
vs.  McCauley  when  the  same  point  was  again  adjudicated : 

"The  value  of  decedent's  estate  after  the  payment  of  debts,  ex- 
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ceeded  $1,000,  all  of  which,  by  will,  passed  to  collateral  relatives. 
The  executor  paid  the  collateral  inheritance  tax  of  5  per  cent,  re- 
quired by  Code,  section  1467,  on  all  of  the  estate  in  excess  of  $1,000 
left  after  the  payment  of  debts,  and  this  action  is  brought  to  recover 
the  5  per  cent,  tax  on  $1,000,  which  the  defendant  claims  to  be 
exempt.  The  construction  of  the  section  of  the  Code  just  referred 
to  has  already  been  considered  by  this  court.  In  re  McGkee's 
Estate,  105  Iowa,  9 ;  Herriott  v.  Bacon,  110  Iowa,  342.  Counsel  for 
appellant  admit  that  in  the  latter  of  these  cases  the  court  indicated 
its  views  to  be  that,  construing  Code,  section  1467,  with  sections 
1470  and  1471,  an  estate  exceeding  in  value  $1,000  after  payment 
of  debts  was  taxable,  so  far  as  it  is  passed  to  collateral  relatives, 
without  the  allowance  of  any  exemption ;  the  expression  '  above  the 
sum  of  $1,000,'  found  in  the  Code,  section  1467,  being  descriptive 
of  an  estate  which  was  to  be  exempt  from  the  tax,  and  not  of  a 
portion  of  the  estate  which  was  to  be  so  exempt.  But  they  urge 
now  the  adoption  of  a  construction  which  they  contend  would  be 
consistent  with  the  result  reached  in  the  two  cases  above  referred 
to,  although  different  from  the  one  adopted  in  the  latter  of  the 
two  cases  in  reaching  the  result.  The  construction  contended  for 
is  that  $1,000  in  value  of  the  estate  after  the  payment  of  debts  is, 
in  any  event,  to  be  exempt  from  taxation,  but  that  all  in  excess 
of  $1,000  is  to  be  taxed  so  far  as  it  passes  to  collateral  relatives.  In 
other  words,  it  is  claimed  that,  while  there  is  not  an  exemption  of 
$1,000  to"  collateral  relatives,  either  individually  or  collectively, 
there  is  an  exemption  of  $1,000  of  the  estate.  This  construction 
might  be  permissible  if  the  language  of  Code,  section  1467,  alone 
were  considered.  But,  as  pointed  out  in  Herriott  v.  Bacon,  supra, 
all  the  sections  relating  to  collateral  inheritance  tax  having  been 
adopted  at  the  same  time,  they  must  be  construed  together :  and  we 
cannot  see  that  the  construction  now  urged  in  behalf  of  appellant 
would  solve  the  difficulties  which  would  arise  in  construing  sections 
1470  and  1471.  We  are  satisfied  that  the  conclusion  reached  in 
Herriott  v.  Bacon,  is  the  only  one  which  will  harmonize  the  three 
sections,  and  therefore  adhere  to  the  rulings  in  that  case,  which  is 
that  there  is  no  exemption  where  the  value  of  the  estate,  after  the 
payment  of  debts,  exceeds  $1,000."— 117  Iowa  522. 

598  110  Iowa  346. 
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599 115  Iowa  648. 
000  121  Iowa  423. 

601  110  Iowa  328. 

602  129  Iowa  568. 

cos  From  a  statement  prepared  by  Hon.  Q.  A.  Willis  of  the  State 
Treasury  Department. 

604  Supplement  to  Code  of  Iowa,  1907,  pp.  307,  308. 

605  Laws  of  Iowa,  1909,  p.  81. 

606  Morrow  vs.  Durant,  118  N.  W:  Reporter  781. 

607  Statement  prepared  by  Hon.  Q.  A.  Willis  of  the  State  Treas- 
ury Department. 

608  Statement  by  Hon.  Q.  A.  Willis  of  the  State  Treasury  Depart- 
ment. 

609  House  Journal,  1902,  p.  71 ;  Senate  Journal,  1902,  p.  106. 

610  Senate  File,  No.  48,  1902,  by  Junkin. 

611  The  Treasurer  of  State  recommended  as  follows : 

"As  the  clerk  of  the  district  court  has  the  first  knowledge  of  the 
liability,  for  the  tax,  of  all  estates,  and  is  a  clerical  officer,  I  would 
recommend  that  it  be  made  his  duty  to  notify  the  treasurer  of  state 
of  such  liability,  in  lieu  of  the  report  by  the  county  attorney,  and 
that  his  compensation  for  so  doing  in  each  estate  be  $1  for  each 
$100  or  fraction  thereof,  of  tax  paid,  but  not  to  exceed  the  sum 
of  $5  in  any  one  estate ;  the  same  to  be  in  addition  to  the  compensa- 
tion now  allowed  him  by  law.  For  the  legal  services  performed  by 
the  county  attorney,  under  the  direction  of  the  treasurer  of  state, 
I  would  recommend  .that  they  be  given  the  same  fee  as  is  provided 
in  section  3869  of  the  Code  relative  to  the  taxing  of  attorney's 
fees,  making  it  ten  per  cent  on  the  first  $200  or  fraction  thereof  of 
tax  paid,  five  per  cent  on  the  excess  of  $200  to  $500,  three  per  cent 
on  the  excess  of  $500  to  $1,000,  and  one  per  cent  on  all  in  excess 
of  $1,000.  By  this  arrangement,  the  report  would  come  direct 
from  the  officer  having  the  records  in  charge,  relieving  the  county 
attorney  from  this  responsibility  yet  securing  for  him  about  the 
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same  compensation  in  the  aggregate  as  now  derived." — Report  of 
Treasurer  of  State,  1901,  p.  12. 

612  Report  of  Treasurer  of  State,  1903,  p.  7. 

CHAPTER  XI 
«13  Laws  of  Iowa,  1838-1839,  p.  401. 

614  Laws  of  Iowa,  1838-1839,  p.  401. 

615  Laws  of  Iowa,  1838-1839,  p.  416. 

616  Laws  of  Iowa,  1840-1841,  p.  65. 

617  Laws  of  Iowa,  1840-1841,  p.  81. 

618  Laws  of  Iowa,  1840-1841,  p.  66. 

619  Laws  of  Iowa,  1838-1839,  p.  401. 

620  Shambaugh's  Fragments  of  the  Debates  of  the  Iowa  Con- 
stitutional Conventions  of  1844  and  1846,  p.  42. 

621  Laws  of  Iowa,  1846-1847,  p.  137. 

622  Laws  of  Iowa,  1846-1847,  p.  138. 

623  Code  of  Iowa,  1851,  p.  75. 

624  Code  of  Iowa,  1851,  p.  95. 

625  Code  of  Iowa,  1851,  p.  97. 

626  Code  of  Iowa,  1851,  p.  89. 

627  Laws  of  Iowa,  1838-1839,  pp.  401,  416. 

628  Laws  of  Iowa,  1852-1853,  pp.  124, 125. 

629  Laws  of  Iowa,  1858,  p.  325. 

630  Revision  of  1860,  p.  126. 

631  Code  of  Iowa,  1873,  p.  157. 

632  Laws  of  Iowa,  1858,  p.  332. 

633  Revision  of  1860,  p.  140. 

634  Code  of  Iowa,  1873,  p.  170. 

635  Code  of  Iowa,  1897,  p.  575. 

636  Code  of  Iowa,  1873,  p.  172;  Code  of  Iowa,  1897,  p.  576. 
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637  Laws  of  Iowa,  1876,  p.  121. 

638  Laws  of  Iowa,  1894,  p.  63. 
«39  Code  of  Iowa,  1897,  p.  859. 

640  Laws  of  Iowa  (Public),  1874,  p.  58. 

641  Code  of  Iowa,  1897,  p.  475. 

642  111  Iowa  496. 

«43  Laws  of  Iowa,  1898,  p.  25. 

644  Laws  of  Iowa,  1904,  p.  41. 

645  Laws  of  Iowa,  1907,  p.  68. 

646  The  following  is  a  copy  of  the  amendment  relating  to  the 
disposition  of  the  mulct  tax: 

"Section  1.  That  the  law  as  it  appears  in  section  twenty-four 
hundred  and  forty-five  (2445)  of  the  code,  be  and  the  same  is  here- 
by repealed  and  there  is  enacted  in  lieu  thereof  the  following: 

"The  revenue  derived  from  the  tax  provided  for  in  this  chapter 
shall  be  paid  into  the  county  treasury,  one-half  to  go  into  the  gen- 
eral county  fund,  and  the  remainder  to  be  paid  over  to  the  munici- 
pality in  which  the  business  taxed  is  conducted.  If  such  business  is 
conducted  outside  the  limits  of  a  city  or  town  then  the  tax  now  in 
the  hands  of  the  county  treasurers,  or  that  shall  hereafter  be  col- 
lected from  such  business,  shall  be  apportioned  as  follows :  One-half 
to  the  general  county  fund  and  the  other  one-half  to  the  clerk  of 
the  township  in  which  such  business  is  conducted.  The  clerk  of  the 
township  shall  apportion  the  amount  so  received  by  him  equally 
among  the  road  supervisors  of  the  territory  of  the  township  outside 
of  the  city  or  town,  to  be  by  said  road  supervisors  expended  for  the 
improvement  of  the  roads  in  the  districts.  In  counties  where  a  tax  on 
the  traffic  in  intoxicating  liquors  is  paid  into  and  belongs  to  the 
county  treasury,  the  board  of  supervisors  may  transfer  the  same  or 
any  part  thereof  to  the  county  road  fund  and  expend  the  same  upon 
the  roads  of  the  county ;  and.  that  portion  of  such  revenue  derived 
from  such  business  conducted  inside  the  limits  of  a  city  including 
cities  under  special  charter  or  town,  the  board  may  expend  all  or 
any  part  thereof  upon  the  permanent  improvement  of  streets  within 
such  city  or  town  abutting  upon  agricultural  or  horticultural  lands 
not  subject  to  taxation  for  general  municipal  purposes. 
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"Sec.  2.  This  act  being  deemed  of  immediate  importance  shall 
take  effect  and  be  in  full  force  from  and  after  its  publication  in  the 
Register  and  Leader  and  the  Des  Moines  Capital,  newspapers  pub- 
lished in  the  city  of  Des  Moines,  Iowa.  Approved  March  25,  A.  D, 
1909."— Laws  of  Iowa,  1909,  pp.  137, 138. 

647  Senate  Journal,  1907,  p.  1125. 

648  The  text  in  full  of  this  bill  is  as  follows : 

"Section  1.  That  all  corporations,  whether  organized  under  the- 
laws  of  this  state,  or  under  the  laws  of  any  other  state,  territory  or 
any  foreign  country,  which  have  heretofore  complied  with  the  laws 
of  this  state  relating  to  organization  as  a  corporation,  and  secured  a 
certificate  of  incorporation,  or  permit  to  transact  business  in  this 
state;  and  all  corporations  that  may  hereafter  organize  and  be- 
come incorporated  under  the  laws  of  this  state,  and  shall  secure  a 
certificate  of  incorporation  or  permit  to  transact  business  therein, 
or  any  foreign  corporation  that  may  hereafter  comply  with  the  laws 
of  this  state  relating  to  foreign  corporations,  and  secure  a  permit 
to  transact  business  within  this  state,  shall,  between  the  first  day  of 
July  and  the  first  day  of  August  of  each  year,  make  an  annual  re- 
port to  the  secretary  of  state,  said  report  to  be  in  such  form  as  he 
may  prescribe,  upon  blanks  to  be  prepared  by  him  for  that  purpose,, 
and  such  reports  shall  contain  the  following  information : 

"1.    Name  and  postoffice  address  of  the  corporation. 

' '  2.     The  amount  of  capital  stock  authorized. 

"3.  The  amount  of  capital  stock  actually  issued  and  outstand- 
ing. 

' '  4.  Par  value  of  such  stock  and  the  actual  value  thereof,  desig- 
nating whether  preferred  or  common  stock,  the  par  and  actual  value 
of  each  being  shown,  as  near  as  may  be  determined. 

"5.  The  name  and  postoffice  address  of  its  officers  and  directors 
and  whether  any  change  of  place  of  business  has  been  made  during 
the  year  previous  to  making  said  report. 

"Sec.  2.  That  the  report  required  by  section  one  (1)  of  this 
act  shall  be  signed  and  sworn  to  by  an  officer  of  the  corporation  and 
when  filed  with  the  secretary  of  state  shall  be  accompanied  by  the 
fee  required  in  section  three  (3)  hereof  and  also  by  an  application 
for  a  permit  to  be  issued  to  said  corporation  under  the  provisions  of 
this  act ;  said  permit  to  be  in  such  form  as  the  secretary  of  state  may 
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prescribe  and  which  shall  be  in  force  and  effect  for  one  year  from 
-and  after  the  first  day  of  July  of  the  year  in  which  it  is  issued,  ex- 
cept that  where  the  term  of  a  corporate  existence  shall  expire  in  less 
than  a  year  from  the  first  day  of  July  aforesaid,  then  said  permit 
shall  be  issued  for  such  unexpired  term  only,  provided,  however, 
that  any  corporation  organized  after  the  first  day  of  April  of  any 
year  shall  be  exempt  from  the  provisions  of  this  act  for  the  period 
ending  one  year  from  the  first  day  of  July  following,  after  which  it 
shall  be  subject  to  all  the  provisions  of  this  chapter. 

''Sec.  3.  Every  corporation  whose  corporate  period  has  not  ex- 
pired, which  has  heretofore  obtained,  or  may  hereafter  obtain  a  cer- 
tificate of  incorporation  or  permit  under  the  provisions  of  chapter 
1  of  title  IX  to  transact  business  in  this  state  as  a  corporation, 
whether  the  same  be  a  domestic  or  foreign  corporation,  shall  pay 
to  the  secretary  of  state  an  annual  license  fee  of  five  dollars 
on  capital  stock  up  to  ten  thousand  dollars,  ten  dollars  on  capital 
stock  of  over  ten  thousand  dollars  up  to  one  hundred  thousand  dol- 
lars, fifteen  dollars  on  capital  stock  of  over  one  hundred  thousand 
dollars  up  to  five  hundred  thousand  dollars,  twenty  dollars  on 
over  five  hundred  thousand  dollars  up  to  one  million  dollars,  and 
twenty-five  dollars  on  all  corporations  having  capital  stock  of  one 
million  dollars  or  over,  which  shall  be  by  him  accounted  for  the 
same  as  other  fees  of  his  office. — Senate  File,  No.  203,  1907,  by  Eric- 
son. 

649  The  Register  and  Leader,  Vol.  LVII,  No.  271,  March  30,  1907. 

650  The  following  is  the  statement  by  Governor  Cummins :  "It  is 
believed  by  many  of  the  most  thoughtful  students  of  governmental 
affairs  that  the  time  has  come  for  an  annual  franchise  corporation 
tax.  I  concur  in  that  belief.  You  could  add  greatly  to  the  revenues 
of  the  State,  and  at  the  same  time  place  some  of  the  burdens  of 
maintaining  the  Government  where  they  belong,  by  providing  for 

such  a  tax". — Message  of  Albert  B.  Cummins,  Governor  of  the 

State  of  Iowa,  1907,  p.  19. 

651  Letter  received  from   Senator   C.   J.  A.   Ericson  of  Boone, 
author  of  the  bill. 

652  Senate  Journal,  1907,  p.  460. 

653  Senate  Journal,  1907,  p.  619. 
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654  Senate  Journal,  1907,  p.  705. 

655  Senate  Journal,  1907,  pp.  828-830. 

656  Senate  Journal,  1907,  p.  1121. 

657  Senate  Journal,  1907,  p.  1125. 
668  House  Journal,  1907,  p.  1510. 

659  Message  of  Warren  Garst,  Governor  of  the  State  of  Iowa,  1909, 
p.  24. 

680  Laws  of  Iowa,  1909,  p.  96. 

CHAPTER  XII 

661  Shambaugh's  Documentary  Material  Relating  to  the  History 
of  Iowa,  Vol.  I,  p.  107. 

662  Laws  of  Iowa,  1838-1839,  p.  401. 

663  Laws  of  Iowa,  1839-1840,  p.  65. 

664  Laws  of  Iowa,  1840-1841,  p.  65. 

665  Laws  of  Iowa,  1843-1844,  p.  29. 

666  See  above,  p.  23. 

667  Constitution  of  Iowa,  1846,  Art.  II,  Sec.  6. 

668  Constitution  of  Iowa,  1846,  Art.  IV,  Sec.  10. 

669  Laws  of  Iowa,  1858,  pp.  305,  306 ;  Code  of  Iowa,  1851,  pp.  75. 
76 ;  Revision  of  1860,  pp.  109, 110. 

670  The  Iowa  State  Register,  Vol.  VIII,  No.  1,  February  12,  1862. 

671  The  Iowa  State  Register,  Vol.  VIII,  No.  1,  February  12,  1862. 

672  Laws  of  Iowa,  1862,  p.  32. 

673  The  following  is  a  copy  of  the  act  to  exempt  from  taxation  the 
property  of  bible  societies : 

"That  in  addition  to  the  property  now  exempt  from  taxation  by 
Section  seven  hundred  and  eleven  of  the  Revision  of  1860  there 
shall  also  be  exempt  from  taxation,  all  real  and  personal  property, 
situated  in  this  state,  belonging  to  any  Bible  Society  or  auxiliary 
of  such  Society,  where  such  property  is  received,  owned  or  held, 
solely  for  benevolent  purposes,  and  is  devoted  solely  to  such  pur- 
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poses.  Provided,  that  all  deeds  or  other  writings  by  which  such  real 
property  is  passed  to  and  held  by  any  such  Society,  shall  first  be 
duly  filed  for  record  in  the  office  of  the  Recorder  of  Deeds  of  the 
county  wherein  such  real  estate  is  situated,  before  the  property 
therein  described,  shall  be  omitted  from  the  assessment  now  required 
by  law." — Laws  of  Iowa,  1864,  p.  86. 

674  Laws  of  Iowa,  1868,  p.  126. 

675  Laws  of  Iowa  (Public),  1872,  p.  4. 

676  Code  of  Iowa,  1873,  pp.  132-134. 

677  Code  of  Iowa,  1873,  pp.  133,  134. 

678  Senate  Journal,  1874,  p.  21. 

679  Senator  Shane  (in  the  newspaper  a  mistake  is  made  by  using 
"Shaw"  in  place  of  "Shane")  estimated  that,  the  Baptists  received 
$22,000 ;  Christians,  $4,133 ;  Congregationalists,  $17,630 ;  Episcopal, 
$6,400;  Methodists,    $49,666;    Presbyterians,    $32,000;    Catholics, 
$40,000;  and  other  denominations  in  proportion. — The  Iowa  Daily 
State  Register,  Vol.  XIII,  No.  19,  January  23,  1874. 

680  The  Iowa  State  Register,  Vol.  XIII,  No.  19,  January  23, 1874. 

681  The  Iowa  State  Register,  Vol.  XIII,  No.  19,  January  23,  1874. 

682  Senate  Journal,  1874,  p.  27. 

683  Senate  Journal,  1874,  p.  26. 
The  substitute  was  as  follows: 

"Resolved,  That  the  unselfish  philanthropy  and  Christian  benev- 
olence of  the  people,  in  freely  donating  their  money  to  support  re- 
ligious institutions,  independent  of  the  State,  through  which  incal- 
culable aid  and  energy  is  given  to  good  government,  ought  to  receive 
generous  room  for  action.  And  that  the  State  gratefully  recognizes 
the  results  of  their  noble  work,  alike  contributing  to  our  national 
progress  and  defence  and  giving  our  people  a  character  finding  no 
equal  in  the  history  of  the  past,  no  superior  in  the  present  and  full 
of  promise  in  the  future. 

"And  that  the  State  should  not  seek  to  raise  revenue  for  their 
charitable  donations  by  taxation  of  religious  institutions  or  endanger 
or  embarrass  their  progress  by  restrictive  legislation  of  any  charac- 
ter." 
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084  Laws  of  Iowa  (Public),  1874,  p.  60. 
685  Laws  of  Iowa  (Public),  1874,  p.  34. 
OSQLaws  of  Iowa  (Public),  1874,  p.  55. 

687  Iowa  State  Register,  Vol.  XV,  No.  47,  February  2,  1876. 

688  Senate  File,  No.  39,  relative  to  the  taxation  of  church  property 
is  as  follows  : 

' '  That  no  property  of  religious  societies  shall  be  omitted  from  as- 
sessment and  taxation,  except  such  as  may  be  owned  and  used  for 
the  purpose  of  public  worship,  and  from  which  such  society  derives 
no  pecuniary  benefit. 

"Sec.  2.  Such  place  of  worship  shall  embrace  the  house  used  by 
such  religious  society  for  the  public  preaching  of  the  religious  prin- 
ciples held  by  such  society,  and  other  forms  of  religious  worship  and 
meetings  connected  therewith. 

' '  Sec.  3.  It  may  contain  one  or  more  lots  or  tracts  of  land,  with 
the  church  buildings  thereon,  and  other  out-buildings  which  are 
habitually,  and  in  good  faith,  used  as  a  part  of  the  place  of  wor- 
ship; but  shall  not  include  any  dwelling  house  or  other  buildings 
not  properly  appurtenant  thereto." — Iowa  State  Register,  Vol.  XV, 
No.  59,  February  16,  1876. 

689  Senate  Journal,  1876,  p.  81. 

690  Iowa  State  Register,  Vol.  XV,  No.  59,  February  16,  1876. 

691  Senate  Journal,  1876,  pp.  186,  187. 

692  House  Journal,  1876,  p.  314. 

693  Laws  of  Iowa,  1878,  p.  43. 

694  The  following  is  the  language  of  the  petition : 

"To  the  Legislature  of  the  State  of  Iowa:  We,  the  undersigned 
citizens  of  the  State  of  Iowa,  petition  your  honorable  body  to  repeal 
the  present  laws  of  the  State  which  exempt  the  property  of  religious 
institutions  and  societies,  dedicated  solely  to  these  objects,  from  tax- 
ation ;  and  we  thus  petition  your  honorable  body  for  the  following 
reasons : 

"I.  Because  by  exempting  church  property  from  taxation  the 
State  is  assisting  to  support  sectarian  religion,  which  is  unconstitu- 
tional and  foreign  to  the  purposes  for  which  our  government  was 
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formed,  and  because  for  every  dollar  of  property  thus  exempted  a 
double  burden  of  taxation  is  thrown  upon  an  equal  amount  of  other 
property  not  thus  favored. 

"II.  It  is  a  principle  of  justice  that  whoever  enjoys  the  protec- 
tion of  a  government  should  assist  in  its  support.  Churches  demand 
and  receive  protection  from  our  Government :  and  should  riots  occur 
by  which  such  property  should  be  destroyed,  the  State  would  be 
compelled  to  make  good  the  same,  although  the  property  had  never 
contributed  a  cent  to  the  revenues  of  the  State. 

' '  III.  By  continued  exemption  of  church  property  from  taxation 
ecclesiastical  corporations  are  enabled  to  amass  immense  wealth,  the 
exemption  of  which  lays  much  heavier  burdens  upon  secular  prop- 
erty. One  corporation  in  New  York  City  owns  $15,000,000  worth  of 
property,  $9,000,000  of  which  pays  nothing  for  the  support  of  the 
Government.  In  the  State  of  New  York  there  are  $110,000,000 
worth  of  ecclesiastical  property  exempt  from  taxation. 

"IV.  It  is  a  matter  of  history,  with  which  every  member  of 
your  honorable  body  is  no  doubt  acquainted,  that  whenever,  by  a 
long  term  of  freedom  from  taxation  the  State  has  aided  the  church, 
it  has  at  last  been  compelled,  in  self  defense,  to  confiscate  the  wealth 
gathered  by  the  church,  which,  by  its  power  and  influence,  owing 
to  such  aid,  was  becoming  dangerous  to  the  peace  and  welfare  of  the 
State.  The  examples  of  Mexico  and  Italy  are  respectfully  submit- 
ted. In  the  neighboring  city  of  Montreal  the  church  owns  nearly 
two-thirds  of  the  real  estate,  which  forces  one-third  to  pay  taxes 
sufficient  to  protect  the  whole.  The  value  of  church  property  in  the 
United  States  is  $500,000,000,  and  should  its  increase  in  the  future 
be  in  proportion  to  its  increase  in  the  past,  in  the  year  1900  it  will 
reach  the  sum  of  $3,000,000,000,  a  third  more  than  our  national 
debt.  Foresight  now  on  the  part  of  your  honorable  body,  may  avert 
future  disaster  to  our  State. 

"And  for  many  other  just  reasons  which  will  readily  suggest 
themselves  to  your  honorable  body.  And  your  petitioners  will  ever 
pray,  etc.,  etc." — Iowa  State  Register,  Vol.  XIX,  No.  27,  February 
1,  1880. 

695  The  arguments  in  opposition  to  the  policy  of  taxing  church 
property  are  well  stated  in  two  Register  articles. 
"The  reason  why  church  edifices  should  not  be  taxed  besides  the 

29 
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fact  that  they  are  not  owned  for  pecuniary  profit  is  that  the 
churches  are  educators,  standing  thus  in  the  same  relation  to  the 
State  and  the  public  schools.  Our  school  houses  are  also  exempt  from 
taxation.  The  man  who  says  he  is  indirectly  taxed  for  churches  be- 
cause they  are  not  taxed,  and  that  it  is  not  right  to  require  him  to 
bear  a  burden  of  this  kind  when  he  makes  no  use  of  churches,  might, 
if  he  had  no  children  to  educate,  say  with  equal  propriety  that  he 
should  not  be  taxed  for  school  purposes.  Society  by  a  large  majority 
believes  churches  are  needful  not  only  because  many  use  them  as 
places  of  worship  but  because  the  church  has  a  civilizing  and  ele- 
vating influence,  and  recognizing  its  benefits,  which  are  shared 
alike  by  every  citizen,  our  laws  are  wisely  framed  to  exempt 
churches  as  well  as  school  houses  from  tax  so  long  as  they  are 
not  held  for  pecuniary  profit.  As  this  exemption  is  given  alike  to  all 
churches,  it  is  not  probable  that  any  one  of  them  will  ever  get  such 
power  over  the  government  as  to  endanger  the  liberties  of  the  peo- 
ple. In  truth,  however,  the  church  in  this  country  has  proved  the 
palladium  of  liberty." — Iowa  State  Register,  Vol.  XIX,  No.  24, 
January  29,  1880. 

' '  The  demand  that  church  property  be  taxed  is  being  urged  upon 
the  Legislature  of  this  State  through  the  press  and  by  petition.  It 
is  argued  that  as  this  class  of  property  is  protected  by  the  law  it 
should  contribute  its  share  toward  the  expense  thus  incurred.  There 
is  an  appearance  of  fairness  in  the  proposition,  but  we  believe  a 
careful  consideration  will  demonstrate  its  fallacy.  Leaving  out  of 
the  question  the  truth  of  the  doctrines  taught  in  the  churches,  no 
one  who  has  studied  the  case  will  deny  that  the  general  effect  of  reli- 
gious teaching  is  good.  The  tendency  is  to  make  men  better  citizens, 
reform  criminals,  and  diminish  crime.  The  work  thus  accomplished 
in  the  direction  of  moral  reform  has  a  money  value  far  greater  than 
the  amount  remitted  in  the  shape  of  taxes.  Then  it  must  be  remem- 
bered that  churches  are  sustained  purely  by  voluntary  contributions 
from  people,  many  of  whom  lay  no  claim  to  being  religious,  but  who 
believe  that  society  demands  and  requires  such  a  conserving  force 
for  its  own  welfare.  To  levy  taxes  upon  church  property  would  be 
to  lay  an  additional  burden  upon  these  people  who  perhaps  are 
no  more  benefitted  by  churches  than  their  neighbors  who  give  noth- 
ing. We  do  not  believe  there  is  a  demand  or  a  desire  on  the  part  of 
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the  great  mass  of  the  people  for  the  taxation  of  church  property, 
nor  do  we  apprehend  that  there  is  the  slightest  danger  of  the  Iowa 
Legislature  taking  such  action." — Iowa  State  Register,  Vol.  XIX, 
No.  43,  February  20,  1880. 

696  Laws  of  Iowa,  1880,  p.  185. 

697  The  following  statement  was  made  by  the  Auditor  of  State : 
"The  law  granting  exemptions  from  taxation  for  tree  culture  is 

unequal  in  its  effects  and  is  of  very  little  value  to  the  State.  Seven- 
eights  of  exemptions  are  claimed  and  granted  illegally.  Barely  is 
any  attention  paid  to  the  requirements  relative  to  distances  and  cul- 
tivation of  trees.  It  seems  to  me  that  the  prudent  husbandman 
needs  no  premium  or  bribe  to  induce  him  to  adorn  his  home  with 
useful  and  ornamental  trees  or  to  cultivate  orchards  and  fruits  of 
different  varieties.  In  Statement  No.  XIV  I  have  tabulated  a  col- 
umn showing  the  amount  exempted  in  the  several  counties.  The  ag- 
gregate sum  is  $6,305,884.  This  amount  of  money  should,  in  my 
opinion,  bear  its  equal  share  of  the  burthen  of  taxation.  I  rec- 
ommend to  the  legislature  the  unconditional  repeal  of  the  law 
granting  exemptions  for  fruit  and  forest  tree  culture." — Report  of 
Auditor  of  State,  1881,  pp.  8,  9. 

698  Iowa  State  Register,  Vol.  XXIII,  No.  69,  March  20,  1884. 

699  House  Journal,  1884,  p.  521. 

700  Shambaugh's  Messages  and  Proclamations  of  the  Governors 
of  Iowa,  Vol.  V,  p.  329. 

701  Senate  Journal,  1886,  p.  93. 

702  Senate  Journal,  1886,  p.  201. 

708  The  following  is  a  copy  of  the  Gatch  bill : 

"SECTION  1.  That  from  and  after  the  year  1887  every  homestead 
exempted  by  law  from  judicial  sale  and  selected  and  designated  as 
such  homestead  as  hereinafter  provided  shall  in  favor  of  the  same 
person  or  persons  from  and  after  the  year  1887  be  also  exempt  from 
ordinary  taxation  to  the  value  of  one  thousand  dollars,  which 
amount  for  the  purpose  of  such  exemption  shall  after  all  equaliza- 
tions for  the  year  have  been  made  be  deducted  by  the  County  Aud- 
itor from  the  amount  of  the  valuation  of  such  homestead  for  tax- 
ation. 
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' '  Sec.  2.  In  order  to  secure  the  exemption  from  taxation  herein 
provided  for,  the  person  claiming  the  same  shall  on  or  before  the 
first  Monday  in  June  of  the  year  in  which  it  shall  be  first  so 
claimed,  make  and  file  for  record  in  the  'Homestead  Book'  pro- 
vided for  by  Section  1999  of  the  Code  of  Iowa,  a  declaration  in  writ- 
ing which  shall  contain  a  description  of  the  property  claimed  as  a 
homestead  sufficient  for  its  identification  by  any  competent  surveyor, 
a  statement  that  it  is  actually  occupied  by  the  claimant  as  such  and 
that  he  intends  to  so  occupy  the  same  during  the  next  succeeding 
year,  a  statement  of  the  facts  constituting  the  same  the  homestead 
of  the  claimant,  and  a  claim  of  such  exemption,  which  declaration 
shall  be  sworn  to  by  the  claimant  and  duly  acknowledged  before 
some  officer  authorized  to  take  the  acknowledgment  of  deeds,  and 
every  such  claimant  shall  also  each  year  thereafter  on  or  before  the 
first  Monday  in  June,  make  and  file  with  the  County  Auditor  an  af- 
fidavit stating  that  such  declaration  has  been  made,  the  book  and 
page  where  the  same  is  recorded,  and  that  the  property  is  still  the 
homestead  of  such  claimant,  in  his  actual  occupancy  as  such,  and 
that  he  intends  so  to  occupy  it  during  the  next  succeeding  year. 

"Sec.  3.  The  County  Recorder  of  any  county  in  which  any  such 
homestead  is  situated  shall  on  the  filing  of  any  such  declaration  for 
rece[o]rd,  forthwith  enter  in  an  entry  book  or  index  to  be  kept  by 
him  for  that  purpose  the  date  of  filing,  name  of  claimant  and  de- 
scription of  the  premises,  and  deliver  a  certified  copy  of  such  entry 
to  the  County  Auditor  who  shall  on  receipt  thereof  forthwith  tran- 
scribe the  same  into  a  duplicate  entry  book  or  index  to  be  kept  by 
him  for  that  purpose,  and  shall  as  soon  thereafter  as  practicable  re- 
cord such  declaration  in  said  homestead  book. 

Sec.  4.  Any  person  succeeding  as  survivor  or  otherwise  to  the 
homestead  rights  of  any  person  who  shall  have  filed  the  declaration 
hereinbefore  provided  for,  shall,  in  order  to  secure  the  exemption 
provided  for  by  Section  1,  of  this  act,  make  and  file  with  the  County 
Recorder  an  affidavit  stating  the  facts  by  virtue  of  which  he  claims 
to  succeed  to  such  rights,  referring  therein  to  the  book  and  page 
where  the  declaration  containing  the  description  of  the  homestead 
is  recorded,  and  that  he  is  now  in  the  actual  occupancy  of  such 
property  as  a  homestead  and  intends  to  so  occupy  the  same  during 
the  next  succeeding  year,  which  affidavit  shall  also  be  recorded  in 
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said  Homestead  Book  and  so  indexed  in  said  entry  book  as  to  con- 
tain a  reference  to  the  book  and  page  of  the  record  of  said  declara- 
tion, and  the  County  Auditor,  on  making  such  entry  shall  forthwith 
deliver  a  certified  copy  to  the  County  Auditor,  who  shall  at  once 
transcribe  the  same  into  his  duplicate  entry  book  and  the  person 
so  claiming  such  rights  in  said  homestead,  shall  also  each  year,  on 
or  before  the  first  Monday  in  June,  make  and  file  with  the  County 
Auditor  an  affidavit  stating  that  he  is  still  in  the  actual  occupancy 
thereof,  and  that  he  intends  so  to  occupy  the  same  during  the  next 
succeeding  year. 

* '  Sec.  5.  The  affidavits  of  continued  occupancy  and  intent  to  oc- 
cupy required  by  sections  2  and  4  hereof  shall  be  made  on  printed 
blanks  prepared  by  the  County  Auditors  of  the  several  counties  for 
that  purpose,  but  as  far  as  practicable  in  a  book  of  such  blanks  to 
be  provided  and  kept  in  the  office  of  each  County  Auditor  for  that 
purpose,  and  every  loose  or  detached  affidavit  so  made  and  filed  shall 
by  said  Auditor  be  forthwith  pasted  or  otherwise  securely  fastened 
into  said  book  of  blanks  and  the  fact  and  date  of  filing  of  every 
such  affidavit  shall  by  said  Auditor  be  entered  in  his  duplicate  entry 
book. 

"Sec.  6.  The  County  Auditor  shall,  each  year,  in  making  out  the 
tax  list,  in  every  case  in  which  the  value  of  any  such  homestead  ex- 
ceeds one  thousand  dollars,  deduct  that  amount  from  the  valuation 
and  enter  the  balance  in  the  proper  column  of  the  tax  list,  as  the 
value  of  such  homestead,  noting  the  fact  of  the  deduction  of  one 
thousand  dollars  having  been  made  on  account  of  its  homestead 
character ;  and  whenever  the  valuation  of  any  such  homestead  shall 
not  exceed  one  thousand  dollars  the  value  column  of  the  tax  list  shall 
be  left  blank  and  the  Auditor  shall  note  opposite  the  description  the 
fact  of  the  homestead  character  of  the  property. 

"Sec.  7.  The  county  recorder  and  the  county  auditor  shall  be  en- 
titled for  services  to  be  by  them  respectively  performed  under  this 
act  to  the  following  compensation :  The  county  recorder  for  enter- 
ing for  record  and  recording  any  such  declaration  and  making  and 
delivering  to  the  Auditor  a  copy  of  his  entry  in  the  entry  book,  fifty 
cents,  and  for  entering  for  record  and  recording  each  affidavit  by 
him  required  to  be  recorded  and  making  and  delivering  to  the  Audit- 
or the  copy  of  his  entry  in  the  entry  book,  twenty-five  cents,  and 
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the  auditor  for  transcribing  every  such  entry  delivered  to  him  by 
the  recorder,  twenty-five  cents,  payable  in  each  case  by  the  claim- 
ant."— The  Iowa  State  Register,  January  28,  1886. 

704  The  Iowa  State  Register,  March  4,  1886. 

705  The  Iowa  State  Register,  March  4,  1886. 

7°6  See  above,  p.  272.    Also  Vol.  II,  Chapter  XXIV. 

707  " One  of  the  most  important  bills  before  the  Legislature", 
wrote  the  editor  of  the  Register,  "is  that  of  Senator  Gatch  of  Polk 
to  exempt  a  certain  share  of  every  homestead  in  the  State  from  tax- 
ation. This  bill  was  introduced  two  years  ago  and  supported  by  the 
Senator  with  very  telling  facts  and  conclusive  arguments.  He  had 
really  convinced  the  Senate  of  the  justice  of  it,  but  many  were  too 
conservative  to  follow  their  own  convictions.  An  interview  with 
the  Senator  given  elsewhere  gives  the  main  arguments  in  support  of 
the  bill.  It  will  be  seen  by  his  statement  that  property  in  the  State 
is  rapidly  and  alarmingly  escaping  taxation,  until  as  in  last  year, 
over  $1,300,000,000  so  escaped  all  taxation.  His  statements  answer 
the  objection,  that  this  would  be  a  too  radical  change  and  the  ex- 
emption of  too  much  property  for  taxes,  by  showing  that  as  things 
are  now  going  real  estate  is  made  to  bear  far  more  than  its  share  of 
taxation.  It  is  undoubtedly  true  that  the  rich  man  with  bonds, 
stocks,  mortgages,  and  private  loans,  or  government  bonds,  pays  less 
of  his  real  share  of  taxation  than  the  poor  man  with  a  homestead  or 
the  man  with  comfortable  means.  The  richest  men  in  Iowa  pay  the 
least  tax  in  proportion.  Their  property  is  hidden  away  in  various 
forms  where  the  assessor  cannot  find  it.  Successful  evasion  or  un- 
blushing perjury  saves  hundreds  of  millions  of  dollars  of  rich  men's 
property  from  taxation. 

"It  is  undoubtedly  true  there  should  be  some  method  by  which 
bulk  property,  such  as  real  estate,  buildings,  factories,  etc.,  which 
can  be  seen  and  therefore  cannot  escape  taxation,  shall  be  saved  from 
bearing  nine-tenths  of  taxation,  as  now,  and  the  unseen  property 
of  rich  men  made  to  bear  something  at  least  of  the  public  burden. 
It  has  been  proposed  to  obviate  this  difficulty  and  solve  the  problem 
by  enacting  an  income  law.  The  plan  of  Senator  Gatch  is  really 
simply  another  way  of  imposing  an  income  tax.  Some  change  will 
have  to  be  made  whereby  seen  property  will  be  taxed  less  and  un- 
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seen  property  more.  As  it  is  now  enterprise  in  land  owning,  house 
building  and  home  making  pays  nearly  all  the  tax.  The  people  who 
do  not  put  their  money  into  active  forms  of  investment,  nor  use  it 
to  build  houses  nor  own  farms,  nor  to  create  and  run  factories,  nor 
to  erect  buildings  of  any  kind,  nor  to  engage  in  business  or  merchan- 
dise or  farming,  escape  nearly  all  of  their  share  of  taxation,  and 
yet  have  the  full  benefit  of  the  protection  of  government  in  every 
respect.  Senator  Gatch's  bill  may  not  be  the  best  plan  to  accomplish 
this  much  needed  reform,  but  it  is  certainly  an  honest  and  frank 
attempt  toward  beginning  legislation  which  will  finally  end  in  a 
better  method  and  one  more  equitable  for  raising  the  revenue  of  the 
State.  The  figures  he  gives  are  wonderfully  suggestive.  We  sub- 
mit them  to  the  careful  and  earnest  consideration  of  the  people,  who 
know  that  in  Senator  Gatch  they  have  a  representative  anxious  only 
to  promote  the  public  good,  and  always  fearless  in  standing  by  that 
which  he  believes  to  be  right. ' ' — The  Iowa  State  Register,  February 
16, 1888. 

708  Report  of  the  Revenue  Commission  of  Iowa,  1893,  pp.  9,  10. 

709  Laws  of  Iowa,  1896,  p.  39. 

710  Code  of  Iowa,  1897,  p.  453. 

711  Report  of  the  Revenue  Commission  of  Iowa,  1893,  p.  10. 

712  The  following  is  the  text  of  the  law  relative  to  such  exemp- 
tions : 

''That  the  following  named  property  is  exempt  from  taxation 
until  January  1st,  1910,  viz :  All  mills,  buildings,  machinery,  tools, 
apparatus  and  appliances  for  the  manufacture  of  sugar,  the  land 
upon  which  said  mill  is  situated  not  to  exceed  ten  acres,  the  capital 
invested  in  the  business  of  the  manufacture  of  sugar  from  beets 
raised  in  the  state  of  Iowa,  all  personal  property  used  in  connection 
with  said  business,  also  the  stock,  shares,  and  certificates  of  any 
company  or  corporation  actually  engaged  in  said  business." — Laws 
of  Iowa,  1900,  p.  23. 

™*Laws  of  Iowa,  1902,  p.  34. 

714  Laws  of  Iowa,  1906,  p.  33. 

715  The  following  is  the  text  of  Section  10  of  this  act: 
"Forest  reservations  fulfilling  the  conditions  of  this  act  shall  be 
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assessed  on  a  taxable  valuation  of  one  dollar  per  acre.  Fruit  tree 
reservations  shall  be  assessed  on  a  taxable  valuation  of  one  dollar 
per  acre  for  a  period  of  eight  years  from  the  time  of  planting.  In 
all  other  cases  where  trees  are  planted  upon  any  tract  of  land,  with- 
out regard  to  area,  for  forest,  fruit,  shade  or  ornamental  purposes, 
or  for  windbreaks,  the  assessor  shall  not  increase  the  valuation  of 
such  property  because  of  such  improvements." — Laws  of  Iowa, 
1906,  p.  36. 

716  Laws  of  Iowa,  1907,  p.  65. 

717  Laws  of  Iowa,  1909,  pp.  75,  76. 

718  In  a  leading  Iowa  case  the  language  of  the  court  was  as  fol- 
lows :  ' '  Taxation  is  the  rule  and  exemption  the  exception ;  therefore, 
strict  construction  of  the  statute  under  which  the  exemption  is 
claimed  is  also  the  rule. ' ' — Farwell  vs.  Des  Moines  Brick  Manufac- 
turing Co.,  97  Iowa  297.  See  also  Sioux  City  vs.  Independent  School 
District,  55  Iowa  152. 

719  Judge  Deemer  in  Lacey  vs.  Davis,  112  Iowa  106.   See  also  Re- 
port of  Attorney  General  of  Iowa,  1898,  p.  255. 

720  Supplement  to  Code  of  Iowa,  1907,  pp.  254-256. 

721  See  Chapter  XIV. 

CHAPTER  XIII 

722  Shambaugh's  Documentary  Material  Relating  to  the  History 
of  Iowa,  Vol.  I,  p.  102. 

723  Shambaugh's  Documentary  Material  Relating  to  the  History 
of  Iowa,  Vol.  I,  p.  106. 

724  Laws  of  Iowa,  1838-1839,  pp.  401-418. 

725  Laws  of  Iowa,  1838-1839,  p.  401. 

726  Laws  of  Iowa,  1840-1841,  p.  65. 

727  Laws  of  Iowa,  1848,  Extra  Session,  p.  63. 

728  Code  of  Iowa,  1851,  p.  75. 

729  Laws  of  Iowa,  1858,  p.  305. 

730  Revision  of  1860,  pp.  108,  109. 
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731  Laws  of  Iowa,  1866,  p.  80. 

732  Laws  of  Iowa,  1870,  p.  20. 

733  Laws  of  Iowa,  1870,  p.  60. 

734  Revision  of  I860,  p.  190. 

735  Laws  of  Iowa,  1870,  p.  141. 

736  See  Vol.  II,  Chapters,  XVI,  XVII. 

737  Shambaugh's  Messages  and  Proclamations  of  the  Governors 
of  Iowa,  Vol.  Ill,  p.  332. 

TSS  "To  my  mind,"  wrote  Governor  Merrill,  "five  per  cent,  is  as 
high  a  rate  of  taxation  as  should  be  levied  upon  any  property  in  any 
one  year,  exclusive  of  amounts  necessary  on  account  of  bonded  in- 
debtedness. 

"  As  a  judicious  step  toward  such  limitation,  I  recommend  the  re- 
peal of  the  acts  of  1868  and  1870,  allowing  townships,  etc.,  to  tax 
themselves  to  aid  in  building  railroads.  Under  these  acts,  or  more 
properly  that  of  1870,  the  sum  of  $1,077,703.38  was  levied  in  that 
year.  It  is  fair  to  estimate  that  an  equal  amount  was  voted  in  1871 ; 
in  all  over  $2,100,000.  It  is  believed  that  most  of  this  outlay  has 
been  well  invested,  and  will  bring  ample  return  in  increased  com- 
mercial facilities,  influx  of  population,  and  development  of  re- 
sources, to  the  communities  interested.  Nevertheless,  the  policy 
is  at  best  a  questionable  one,  to  be  justified  only  because  of  the  great 
benefit  expected  from  it,  to  be  retained  only  for  a  time,  and  by  no 
means  to  become  part  of  the  permanent  law  of  the  State". — Sham- 
baugh's Messages  and  Proclamations  of  the  Governors  of  Iowa,  Vol. 
Ill,  p.  334. 

739  Shambaugh's  Messages  and  Proclamations  of  the  Governors 
of  Iowa,  Vol.  IV,  p.  17. 

740  Laws  of  Iowa  (Public),  1872,  p.  59. 

741  Laws  of  Iowa,  1868,  p.  54;  1870,  p.  105. 

742  The  act  to  limit  taxation  for  teachers  and  contingent  funds  in 
school  districts  reads  as  follows : 

"Section  1.  That  the  amount  of  tax  levied  under  section  31, 
chapter  172,  acts  of  the  Ninth  General  Assembly,  shall  hereafter  be 
limited  as  follows:  The  amount  to  be  raised  for  'contingent  fund' 
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shall  not  exceed  five  dollars  per  scholar,  and  the  amount  raised  for 
'teachers'  fund,'  including  the  amount  received  from  the  semi- 
annual apportionment,  shall  not  exceed  fifteen  dollars  per  scholar, 
for  each  scholar  residing  in  the  district-township  or  independent  dis- 
trict for  which  the  tax  is  levied.  The  number  of  persons  between 
the  ages  of  five  and  twenty  one  years,  as  shown  by  the  last  report  of 
the  county  superintendent,  shall,  for  the  purposes  of  this  act,  be 
deemed  the  number  of  scholars  in  each  school  district. 

"Sec.  2.  The  board  of  supervisors  shall,  at  the  time  of  levying 
the  taxes  for  contingent  and  teachers'  fund,  certified  under  said 
section  31,  ascertain  whether  the  amount  so  certified  exceeds  the 
limitation  in  this  act  contained,  and,  in  case  of  any  excess,  they  shall 
reduce  the  per  centum  of  tax  levied,  until  the  amount  shall  come 
within  said  limitation". — Laws  of  Iowa  (Public),  1872,  p.  23. 

743  Code  of  Iowa,  1873,  p.  55. 

744  Code  of  Iowa,  1873,  p.  86. 

745  Code  of  Iowa,  1873,  p.  332. 

746  Shambaugh's  Messages  and  Proclamations  of  the  Governors 
of  Iowa,  Vol.  IV,  pp.  120,  121. 

747  See  above,  p.  112. 

748  Laws  of  Iowa,  1878,  p.  147. 

749  Laws  of  Iowa,  1882,  p.  39. 

750  Laws  of  Iowa,  1884,  p.  157. 

751  Laws  of  Iowa,  1888,  p.  21. 

752  Code  of  Iowa,  1897,  pp.  360-364. 

753  Code  of  Iowa,  1897,  pp.  390,  391. 

754  Code  of  Iowa,  1897,  p.  452. 

755  Code  of  Iowa,  1897,  p.  786. 

756  Code  of  Iowa,  1897,  p.  800. 

757  See  Vol.  II,  Chapters  XVI,  XVII. 

TBS  "There  are  but  few  iniquities  of  a  darker  hue  than  some  of  the 
taxes  in  Iowa,  levied  by  the  people.  Save  us  from  the  tender  mercies 
of  such  people. ' ' — The  Iowa  Daily  State  Register,  Vol.  XIII,  No.  41, 
February  18, 1874. 
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"9  Laws  of  Iowa,  1838-1839,  p.  401. 

760  Laws  of  Iowa,  1843-1844,  p.  30. 

761  Laws  of  Iowa,  1847,  p.  138. 

762  Code  of  Iowa,  1851,  p.  77. 

763  Code  of  Iowa,  1851,  p.  79. 

764  Code  of  Iowa,  1851,  p.  79. 

765  The  section  of  the  Code  of  1851  referring  to  the  deduction 
of  debts  from  the  amount  of  moneys  and  credits  reads : 

' '  In  making  up  the  amount  of  money  and  credits  which  any  per- 
son is  required  to  list,  he  will  be  entitled  to  deduct  from  their  gross 
amount  the  amount  of  all  bona  fide  debts  owing  by  him ;  but  no  ac- 
knowledgement of  indebtedness  not  founded  on  actual  considera- 
tion, and  no  such  acknowledgement  made  for  the  purpose  of  being 
so  deducted,  shall  be  considered  a  debt  within  the  intent  of  this 
section ;  and  so  much  only  of  any  liability  of  such  person  as  security 
for  another  shall  be  deducted  as  the  person  making  the  list  believes 
he  is  legally  and  equitably  bound  to  pay,  and  so  much  only  as  he 
believes  he  will  be  compelled  to  pay  on  account  of  the  inability  of 
the  principal  debtor,  and  if  there  are  other  sureties  able  to  con- 
tribute then  so  much  only  as  he  in  whose  behalf  the  list  is  made  will 
be  bound  to  contribute ;  but  no  person  will  be  entitled  to  a  deduction 
on  account  of  an  obligation  of  any  kind  given  to  an  insurance  com- 
pany for  the  premium  of  insurance,  nor  on  account  of  an  unpaid 
subscription  to  any  institution  or  society,  nor  on  account  of  a  sub- 
scription to,  or  installment  payable  on,  the  capital  stock  of  any 
company  or  corporation." — Code  of  Iowa,  1851,  p.  79. 

766  Revision  of  I860,  pp.  Ill,  112. 

767  Laws  of  Iowa,  1870,  p.  230. 

768  Code  of  Iowa,  1873,  p.  136. 

769  The  Iowa  Daily  State  Register,  Vol.  XIII,  No.  54,  March  5, 
1874. 

770  The  vote,  however,  was  close — 21  ayes,  and  24  nays — thus  in- 
dicating that  a  large  minority  favored  even  more  liberal  exemptions. 
— Senate  Journal,  1874,  p.  250. 
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771  House  Journal,  1880,  p.  312. 

772  House  File,  No.  493,  1880,  by  Nichols. 

778  Iowa  State  Register,  Vol.  XIX,  No.  64,  March  16,  1880. 
774  Iowa  State  Register,  Vol.  XIX,  No.  21,  January  25,  1880. 

776  This  brief  act  is  as  follows: 

"Section  1.  That  corporations  organized  under  the  laws  of  this 
state  for  pecuniary  profit,  and  engaged  in  manufacturing,  as  de- 
fined by  section  816  of  the  Code,  and  which  have  their  capital  rep- 
resented by  shares  of  stock,  shall,  through  their  principal  accounting 
officers,  list  their  real  estate,  personal  property,  and  moneys  and 
credits,  in  the  same  manner  as  is  required  of  individuals ;  and  their 
machinery  used  in  their  manufacturing  establishments,  shall,  for 
the  purposes  of  this  act,  be  regarded  as  real  estate. 

"Sec.  2.  The  owners  of  capital  stock  of  manufacturing  compa- 
nies, as  herein  provided  for,  having  listed  their  property  as  above 
directed,  shall  be  exempt  from  assessment  and  taxation. ' ' — Laws  of 
Iowa,  1880,  p.  48. 

778  Report  of  Auditor  of  State,  1881,  p.  8. 

777  Report  of  Auditor  of  State,  1881,  p.  6. 

778  Senate  Journal,  1884,  p.  94. 

779  Iowa  State  Register,  Vol.  XXIII,  No.  50,  February  27,  1884. 

780  The  popular  feeling  behind  the  Duncan  bill  is  forcibly  stated 
in  the  following  quotation  in  the  Register  entitled  "Don't  Tax 
Debts": 

"For  the  last  two  years,  at  about  this  time,  the  Argus  has  called 
the  attention  of  the  General  Assembly  to  a  law  on  the  statute  book, 
which  is  wholly  unjust,  unfair  and  unequal.  We  refer  to  the  law 
taxing  mortgages  and  mortgaged  property,  which  violates  not  only 
all  ideas  of  what  is  'fair  and  square,'  but  is  inconsistent  with  the 
fundamental  principles  of  taxation  in  a  free  government.  Suppose 
that  A,  who  is  a  poor  man  buys  40  acres  of  land  of  B  for  $800, 
and  pays  $100  down,  balance  of  $700  during  7  years,  secured  by 
mortgage,  and  interest  bearing  notes.  Now,  although  the  fee  simple 
is  in  A,  and  he  is  entitled  to  possession,  he  really  has  only  eighth 
interest  in  the  land,  the  mor[t]gage  bears  the  other  seven-eight  [h]s 
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until  they  are  paid  for;  but  when  the  State  and  county  come  to 
levy  a  tax  on  the  land  they  compel  A  to  pay  on  not  only  the  one- 
eighth  he  really  owns,  but  also  on  the  remaining  seven-eighths  be- 
longing to  B,  which  he  does  not,  and  which  he  may  never  own.  A 
tax  is  levied  on  A's  liabilities  as  well  as  his  assets.  He  pays  tax 
on  another  man's  money,  and  no  sophistry  can  make  anything  else 
out  of  it.  More  than  this,  if  A,  who  is  struggling  to  make  a  home 
out  of  his  forty  acres,  from  sickness  or  unavoidable  cause  fails  to 
pay  the  taxes  promptly,  not  only  on  his  one-eighth,  but  on  B's 
seven-eighths  by  a  clause  in  the  mortgage  the  mortgage  can  be 
foreclosed,  and  unless  A  can  pay,  his  capital,  his  labor  and  his 
hopes  promptly  disappear  in  B's  pocketbook  and  that  of  B's  at- 
torneys, for  this  clause  the  courts  enforce  and  pronounce  legal  and 
binding  between  the  parties.  So  that  the  law  compels  A  to  pay 
taxes  on  his  debts  or  B's  credits,  but  it  takes  away  his  home  if  he 
fails  to  pay  B's  taxes  as  well  as  his  own.  This  is  an  unjust  dis- 
crimination— a  discrimination  the  law  makes  with  the  poor  and 
does  not  with  the  rich.  In  fact,  it  recognizes  in  the  matters  of 
moneys  and  credits,  a  principle  directly  opposite,  for  it  allows  a 
man  to  deduct  from  the  amount  he  returns  as  moneys  and  credits 
whatever  moneys  he  owes,  but  in  the  other  case  it  makes  the  farmer 
add  to  his  property  what  he  owes,  and  if  he  doesn't  pay  tax  on 
the  whole,  takes  his  farm  and  home  away  from  him  Why  does  the 
law  add  in  one  case  and  subtract  in  the  other?  This  is  the  thing 
the  Argus  protests  against  in  the  name  of  that  struggling  class  who 
have  little  capital,  except  willing  hands  and  strong  hearts,  but  with 
this  capital  are  making  the  prairies  into  small  farms,  which  produce 
the  wealth,  the  power,  the  independence  of  Iowa.  We  call  upon 
our  members,  and  members  generally,  to  remedy  this  wrong  by  a 
law  which  will  make  taxation  fair  and  equal  as  it  ought  to  be. 
One  law  of  this  kind,  which  would  relieve  the  burdens  of  the  com- 
mon people,  would  have  a  hundred,  yes,  a  thousand  times  more 
value  than  all  the  sentimental  bosh  and  humbug  which  serves  only 
to  consume  time,  and  give  opportunity  for  individual  dress  parade. 
Objections  would  be  urged,  but  they  could  not  stand  against  an 
honest  and  determined  advocate  of  a  reform  which  is  clearly  right, 
much  needed,  and  in  the  interest  of  the  best  and  most  deserving 
class  of  the  citizens  of  this  commonwealth." — Iowa  State 
Register,  Vol.  XXIII,  No.  28,  February  1,  1884. 
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781  The  Iowa  State  Register,  February  9,  1886. 

782  Senate  Journal,  1886,  p.  92. 

788  The  Iowa  State  Register,  February  9,  1886. 

784  Laws  of  Iowa,  1892,  p.  100. 

785  Report  of  the  Revenue  Commission  of  Iowa,  1893,  p.  10. 

786  Report  of  the  Revenue  Commission  of  Iowa,  1893,  p.  10. 

787  Report  of  the  Revenue  Commission  of  Iowa,  1893,  p.  12. 

788  Report  of  the  Revenue  Commission  of  Iowa,  1893,  p.  12. 

789  See  above,  p.  99. 

790  Report  of  the  Revenue  Commission  of  Iowa,  1893,  p.  12. 

791  What  the  people  were  thinking  of  along  these  lines  is  well 
stated  in  the  following  resolution  passed  by  the  Farmers'  Club  of 
Jefferson  County: 

"All  mortgages,  either  on  chattels  or  real  estate  shall  be  listed, 
assessed  and  taxed  to  the  mortgagor,  as  all  other  property  is  listed 
and  taxed.  A  receipt  of  the  taxes  thereof  shall  be  a  credit  on  the 
notes  or  mortgages  thereof  for  the  full  amount  of  the  taxes  on 
same.  All  owners  of  real  estate  or  personal  property  mortgaged 
shall  have  the  same  listed  assessed  and  taxed  the  same  as  other 
property,  less  the  amount  of  the  mortgage  on  the  same.  Also  the 
supervisors  should  furnish  all  persons  taxable  with  a  blank  list  of  all 
property  taxable  prior  to  the  time  of  assessment.  It  should  be  a 
criminal  offense  to  give  in  an  incorrect  list ' '. — Iowa  State  Register, 
February  28, 1894. 

792  Report  of  Auditor  of  State,  1893,  p.  8. 

793  Report  of  Auditor  of  State,  1895,  p.  4. 

794  Code  of  Iowa,  1851,  p.  79;  Revision  of  1860,  p.  Ill;  Code  of 
Iowa,  1873,  p.  136. 

795  Code  of  Iowa,  1897,  p.  457. 

796  Code  of  Iowa,  1897,  pp.  460,  461. 

797  Code  of  Iowa,  1897,  p.  462. 

798  H.  F.  170— House  Journal,  1898,  pp.  344,  345. 
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799  H.  P.  60— House  Journal,  1898,  p.  196. 

800  House  File,  No.  60, 1898. 

801  H.  F.  120— Bowse  Journal,  1898,  p.  254. 

802  The  Penick  bill  which  formed  the  basis  of  prolonged  debate 
in  the  session  of  1898  is  as  follows : 

"Section  1.  That  in  the  assessment  of  all  property,  except  the 
property  of  corporations,  there  shall  be  deducted  from  the  assessed 
value  thereof  the  full  amount  of  bona  fide  mortgages  and  other 
liens  thereon  and  the  assessor  in  such  cases  shall  return  for  tax- 
ation the  assessed  value  of  such  property,  less  the  amount  of  such 
mortgages  and  other  liens  thereon. 

Sec.  2.  All  mortgages  and  other  liens  on  property  except  mort- 
gages on  the  property  of  railroad  corporations  and  other  corpora- 
tions of  a  public  character  shall  be  assessed  for  taxation  in  the 
name  of  the  record  owner  of  such  mortgages  or  liens  at  the  time 
of  such  assessment;  and  when  said  assessment  is  entered  upon  the 
tax  list,  it  shall  constitute  a  lien  on  such  mortgage  or  other  lien,  and 
the  debts  secured  thereby,  and  the  same  shall  be  collected  by  the 
county  treasurer  as  other  taxes. 

Sec.  3.  The  owner  of  the  property  on  which  said  mortgages  or 
other  liens  exist,  and  the  mortgagor  in  such  mortgages,  and  the 
debtor  in  such  cases  of  liens,  shall  each  have  the  right  to  pay  said 
taxes  so  assessed  against  the  same,  and  any  payment  of  taxes  so 
made  by  them  shall  be  considered  and  treated  as  a  payment  upon 
such  indebtedness  and  to  the  extent  thereof  a  discharge  of  the 
same. 

Sec.  4.  In  case  of  a  sale  of  said  mortgages  or  other  liens  by  the 
county  treasurer  to  satisfy  said  taxes  thereon,  the  treasurer  shall 
assign  the  same  upon  the  record  thereof,  and  such  assignment  shall 
convey  to  the  purchaser  the  full  right  and  title  to  such  mortgages 
or  liens  and  the  debt  secured  thereby,  and  the  right  to  collect  the 
same  by  action  or  otherwise,  as  their  own  property." — House  File, 
No.  120, 1898,  by  Penick. 

803  The  purpose  of  the  bill  is  made  clear  in  the  following  state- 
ment: 

"The  next  matter  to  claim  the  attention  of  the  house  was  house 
file  120  by  Penick  of  Lucas,  providing  for  the  listing  and  taxing 
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of  mortgages  and  other  liens  on  real  estate,  which,  like  the  preced- 
ing bill  by  Van  Houten,  had  been  made  a  special  order  for  Tuesday, 
but  had  been  forced  over  by  the  protracted  debate  on  the  Ladd 
suffrage  resolution.  The  essential  feature  of  the  measure,  a  compre- 
hensive synopsis  of  which  has  been  published  heretofore  in  The 
Register,  is  the  embodyment  of  a  provision  taxing  mortgages  and 
similar  collaterals  upon  which  foreign  money  is  very  largely  loaned 
to  the  proportionate  extent  of  the  interest  given  the  mortgagee  by 
the  amount  of  the  loan  secured  by  the  mortgage.  In  other  words,  it 
is  an  attempt  to  compel  the  owners  of  millions  of  dollars  of  foreign 
money  loaned  on  Iowa  farms  and  Iowa  real  estate  to  bear  their 
equitable  share  of  the  burdens  of  taxation,  instead  of,  as  has  been 
the  custom  for  several  decades,  compelling  the  borrower  to  pay 
taxes  not  only  upon  the  property  upon  which  the  mortgage  has  been 
given,  but  also  of  the  interest  the  holder  of  the  mortgages  has  in  the 
property  by  reason  of  such  mortgage.  The  meat  of  the  idea  em- 
bodied in  the  Penick  bill  is  to  relieve  the  farmers  of  Iowa  who  have 
to  borrow  money  from  being  compelled  to  pay  double  taxes,  their 
own  and  those  of  the  man  from  whom  they  borrow  money." — The 
Iowa  State  Register,  February  17,  1898. 

804  This  speech,  which  was  characterized  by  force  rather  than 
logical  argument,  was  in  part  as  follows: 

"In  my  judgment  there  is  no  question,  there  can  be  no  question 
as  to  the  justice  and  merits  of  the  measure  under  consideration. 
The  Supreme  Court  of  Oregon,  in  a  well  considered  opinion,  has 
decided  that  a  statute  exactly  like  the  one  contemplated  in  this  bill 
is  constitutional.  I  grant  you  that  the  bill  may  not  be  perfect  in 
every  detail,  no  product  of  the  human  brain  nor  hand  is  absolutely 
perfect,  but  this  measure  is  a  long  step  forward  along  the  lines 
of  justice  and  equality.  It  seeks  to  divide  the  burdens  of  taxation 
and  do  justice  to  honest  toil.  Too  long  already  have  the  few 
reaped  where  the  many  have  sown.  Too  frequently  through  unjust 
legislation  has  the  farmer  been  farmed.  I  would  not  attack  the  best 
interests  of  any  class  of  our  people ;  I  would  not  array  labor  against 
capital.  Too  much  has  been  done  along  this  line  already.  I  would 
protect  capital  as  well  as  labor,  and  not  discriminate  against 
either.  I  honor  the  frugal  and  industrious  who  accumulate  the 
wealth  without  the  aid  of  special  legislation,  but  I  do  believe  that 
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every  citizen  of  our  great  state  should  have  an  equal  chance  in  the 
race  for  life.  I  do  believe  that  capital  and  labor  should  both  stand 
equal  before  the  law. ' ' —  The  Iowa  State  Register,  February  17, 
1898. 

805  Rouse  Journal,  1898,  p.  466. 

806  House  Journal,  1898,  pp.  654,  655. 

807  House  File,  Nos.  169,  170,  1898. 

808  The  Iowa  State  Register,  February  18,  1898. 

809  "In  reply,  Hinkson  claimed  that  all  the  arguments  presented 
in  opposition  to  the  passage  of  the  bill  were  predicated  upon  the 
dual  theories  that  while  it  worked  an  injustice,  that  because  of  the 
necessity  for  revenue,  the  law  as  it  is  should  be  permitted  to  remain 
unchanged    regardless    of  the  hardship  it  worked  upon  the  man 
whose  money  was  invested  in  personal  property,  and  who  was  really 
least  able  to  bear  the  burden,  and  he  said  further  that,  for  some 
reason  which  no  one  seemed  able  to  explain,  a  distinction  should 
be  made  between  the  classes  of  property,  moneys  and  credits,  on  the 
one  hand,  and  other  kinds  of  personal  property  on  the  other.    He 
said  that  in  answer  to  the  first  proposition,  that  it  would  reduce 
the  revenue,  the  house  had  just  refused  to  repeal  section  1311  of 
the  code,  thereby  subjecting  all  moneys  and  credits  to  taxation, 
which  would  have  the  effect  to  very  greatly  increase  the  revenue, 
and  that  it  was,  in  his  judgment,  exceedingly  poor  grace  to  raise 
the  objection  of  the  reduction  of  the  revenue  as  a  reason  why  the 
measure  before  the  house  should  not  be  adopted,  no  matter  how 
just  the  principle  embodied;  that  it  seemed  to  him,  if  the  house 
had  really  been  anxious  to  enact  a  law  that  would  raise  the  revenue, 
it   should  have   repealed   section   1311;   that  for  his  part  he  was 
wholly  unable  to  see  why  this  species  of  class  legislation  should  be 
enacted  in  favor  of  moneys  and  credits.  He  thought  this  last  named 
class  of  property  as  far  as  the  question  of  taxation  was  concerned, 
should  be  placed  upon  the  same  basis  as  other  classes  of  personal 
property,  and  challenged  the  opponents  of  the  bill  to  give  any  good 
reason  why  such  distinction  should  be  made. ' ' — The  Iowa  State  Reg- 
ister, February  18,  1898. 

810  The  Iowa  State  Register,  February  18,  1898. 
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811  The  Iowa  State  Register,  February  24,  1898. 

812  House  Journal,  1898,  p.  841. 
818  Senate  Journal,  1898,  p.  818. 

814  Message  of  "Warren  Garst,  Governor  of  the  State  of  Iowa,  Jan- 
uary, 1909,  pp.  23,  24. 

815  House  Journal,  1909,  p.  941. 

816  House  Journal,  1909,  p.  222. 

817  House  Journal,  1909,  p.  194. 

818  House  File,  No.  68,  1909,  by  Calkins. 
«»  House  File,  No.  127, 1909. 

820  House  Journal,  1909,  p.  163. 

821  House  File,  No.  26,  1909,  by  Ward. 

822  Facts  with  Reference  to  Taxation  of  Mortgages,  February, 
1909,  p.  2.    (Leaflet  prepared  by  Association  of  Iowa  Tax  Ferrets.) 

828  Data  is  given  in  the  following  counties :  Allamakee,  Clayton, 
Cerro  Gordo,  Chickasaw,  Fayette,  Floyd,  Mitchell,  and  Winne- 
shiek. — Facts  with  Reference  to  Taxation  of  Mortgages,  1909,  pp. 
10-12.  (Leaflet  prepared  by  Association  of  Iowa  Tax  Ferrets.) 

824  House  Journal,  1909,  pp.  630,  631. 

825  House  Journal,  1909,  p.  955. 

826  See  Chapter  VI. 

827  Equitable  Life  Insurance  Co.  vs.  Board  of  Equalization,  74 
Iowa  178. 

828  75  Iowa  770. 

829  Boyer  vs.  Boyer,  113  U.  S.  689. 

sao  First  National  Bank  of  Albia  vs.  City  Council  of  Albia  09 
Board  of  Equalization,  86  Iowa  28. 

831  Clark  vs.  Horn,  122  Iowa  375;  Cross  vs.  Snakenberg,  126  Iowa 
636 ;  Davenport  vs.  Mississippi  and  M.  R.  Co.,  12  Iowa  539. 

882  Barber  vs.  Farr,  54  Iowa  57. 

833  Hunter  vs.  Board  of  Supervisors,  33  Iowa  376. 
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834  Coover  vs.  Batten,  113  N.  W.  Reporter  470. 

835  12  Iowa  547. 

836  Cooley  on  Taxation  (2nd  edition),  p.  56. 

837  Jaggard  on  Taxation,  Iowa,  p.  312. 

838  Code  of  Iowa,  1897,  pp.  460,  461. 

839  Macklot  vs.  Davenport,  17  Iowa  379. 

840  Carpenter  vs.  Jones  County,  130  Iowa  494. 

841  Stein  vs.  Local  Board  of  Review,  113  N.  "W.  Reporter  339. 

842  In  re  Appeal  of  Bailies,  127  Iowa  124. 

843  Schoonover  vs.  Petchina,  126  Iowa  261. 

844  67  Iowa  38. 

845  See  Chapter  VI. 

846  Equitable  Life  Insurance  Co.  vs.  Board  of  Equalization,  74 
Iowa  178. 

847  First  National  Bank  of  Albia  vs.  City  Council  of  Albia  as 
Board  of  Equalization,  86  Iowa  28. 

848  Primghar  State  Bank  vs.  Eerick,  96  Iowa  238. 

CHAPTER  XV 

849  See  above,  pp.  103,  106-141,  300. 

850  Laws  of  Iowa,  1900,  p.  33. 

851  Code  of  Iowa,  1897,  p.  489. 

852  Galusha  vs.  Wendt,  114  Iowa  597 ;  Lambe  vs.  McCormick,  116 
Iowa  169;  Jewett  vs.  Foot,  119  Iowa  359;  Meade  Estate  vs.  Story 
County,  119  Iowa  69. 

853  120  Iowa  383. 

854  121  Iowa  555. 

855  120  Iowa  385,  386. 

856  Laws  of  Iowa,  1900,  pp.  33,  34. 

857  Senate  Journal,  1902,  p.  120. 

858  House  Journal,  1902,  pp.  123,  124. 
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869  Senate  File,  No.  71,  1902. 

sec  The  following  estimate  of  the  bill  was  made  by  The  Iowa  State 

Register: 

"Senator  Healy  introduced  a  bill  Monday  to  abolish  tax  ferret 
collection  of  taxes.  It  provides  that  no  action  for  the  recovery  of 
taxes  on  omitted  personal  property  can  be  begun  unless  brought 
within  the  year  in  which  the  property  should  be  assessed.  This  not 
only  kills  the  tax  ferret  proposition,  but  it  prevents  the  county 
treasurer  from  listing  omitted  personal  property  except  in  the  year 
when  the  assessor  should  have  listed  it.  If  it  shall  be  discovered 
on  January  1  that  a  half  a  million  dollars  of  moneys  and  credits 
have  been  omitted  from  the  assessment  of  the  previous  year  no 
action  can  be  begun  under  this  law  to  recover  taxes  on  that  prop- 
erty. Senator  Healy  regards  the  tax  ferret  law  as  extremely  vi- 
cious. He  says  that  it  has  resulted  in  widespread  wrong  and  in- 
justice ;  not  only  that,  but  the  poorer  class  of  people,  as  a  rule,  have 
been  the  victims  of  the  ferrets.  He  believes  that  the  cases  in  which 
rich  men  have  been  compelled  to  pay  taxes  on  omitted  property  are 
extremely  rare.  Under  the  judicial  construction  of  the  present  law 
property  omitted  during  five  years  may  be  newly  listed  and  assessed 
and  taxes  on  it  collected.  By  his  measure  this  limit  is  cut  off  and 
unless  the  property  is  discovered  in  the  year  in  which  it  ought  to 
be  assessed  no  action  to  recover  taxes  on  it  can  be  begun." — The 
Iowa  State  Register,  January  28, 1902. 

861  House  Journal,  1902,  pp.  743,  744. 

862  House  Journal,  1902,  p.  949. 

863  House  Journal,  1902,  p.  952. 

864  House  Journal,  1902,  p.  953. 

865  Senate  Journal,  1902,  p.  1155. 

see  The  following  is  the  wording  of  the  bill  to  repeal  the  tax  ferret 
law  introduced  by  Senator  John  H.  Jackson : 

Section  1.  That  section  thirteen  hundred  seventy-four  (1374)  of 
the  Code  be,  and  the  same  is  hereby  amended,  by  striking  out  from 
said  section,  the  words  "or  such  other  person  as  the  Board  of  Super- 
visors may  appoint,"  appearing  in  lines  thirteen  and  fourteen  of 
said  section. 
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Section  2.  That  chapter  fifty  (50)  of  the  laws  of  the  Twenty- 
eighth  General  Assembly  is  hereby  repealed. 

Section  3.  This  act,  being  deemed  of  immediate  importance,  shall 
take  effect  and  be  in  force  from  and  after  its  publication  in  the 
Register  and  Leader  and  Des  Moines  Daily  Capital,  newspapers 
published  in  Des  Moines,  Iowa. — Senate  File,  No.  216,  1904,  by 
Jackson. 

867  Register  and  Leader,  No.  620,  March  12,  1904. 

868  Senate  Journal,  1904,  p.  1069. 

869  House  Journal,  1906,  p.  827. 

870  See  Facts  with  Reference  to  the  Tax  Ferret  Law,  by  Associa- 
tion of  Iowa  Tax  Ferrets,  March,  1904,  pp.  3-7. 

871  The  Polk  County  data  set  forth  in  the  text  was  prepared  by 
Worthington  and  Boynton,  National  Accounting  Company  of  Des 
Moines. 

872  The  data  for  Lee,  Clayton,  Floyd,  Allamakee,  Cerro  Gordo, 
and  Mitchell  counties  was  prepared  by  Messrs.  Peisen  and  Welch, 
expert  accountants  of  Eldora,  Iowa. 

873  Leaflet  from  a  gentleman  of  Dubuque  sent  to  members  of  the 
Thirtieth  General  Assembly  and  loaned  to  the  writer  by  Senator 
John  H.  Jackson  of  Sioux  City. 

874  See  Vol.  II,  Chapter  XXV. 

875  See  above,  pp.  132-139. 

876  A  statement  issued  by  the  Commercial  Club  of  Cedar  Rapids, 
March  23, 1904,  at  the  time  the  Jackson  bill  to  abolish  the  tax  ferret 
system  was  up  for  consideration,  will  give  a  clear  idea  of  some  as- 
pects of  the  controversy.    It  reads  in  part : 

"In  reading  the  nine  reasons  given  by  them  [the  ferrets]  for 
retaining  the  ferret  law,  these  other  thoughts  occur  to  us. 

"1st.  It  increases  interest  rates,  lessens  the  supply  of  home 
money  and  burdens  the  man  most  entitled  to  the  benefit,  viz:  the 
Iowa  borrower. 

"2nd.  It  effects  every  one  who  is  interested  in  the  best  develop- 
ment and  permanent  prosperity  of  Iowa. 

"3rd.   It  is  causing  the  withdrawal  from  Iowa  of  thousands  of 
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dollars  of  non-resident  money  and  the  investment  outside  of  the 
state  of  hundreds  of  thousands  of  dollars  of  Iowa  money. 

"4th.  It  causes  some  to  hide  their  money,  others  to  buy  local 
real  estate  and  occupy  it  with  tenants.  Others  buy  land  in  other 
states  and  Canada  and  rent  it  or  let  it  lie  unused.  It  promotes 
tenantry  and  hinders  the  acquirement  of  homes  by  the  worthy  man 
of  small  means. 

"5th.  It  has  produced  a  tremendous  business  for  attorneys  to 
defend  arbitrary  and  unjust  listings  by  the  ferrets. 

"6th.  Practically  all  good  citizens  who  have  observed  its  opera- 
tion by  'up-to-date  ferrets,'  demand  its  repeal  upon  the  ground 
that  all  possible  good  is  largely  over-balanced  by  the  immediate  and 
future  bad  effect. 

"7th.  The  tax  paying  public  realized  that  something  was  wrong 
with  our  system  and  accepted  the  ferret  law  as  a  cure  for  our  ills, 
without  diagnosing  the  case.  The  extreme  possibilities  of  ferret 
operations  were  not  foreseen  even  by  the  General  Assembly  that 
enacted  the  law  and  only  recently  in  localities  where  operations 
have  been  most  vigorous  by  'up-to-date  ferrets,'  have  the  people 
gone  deeply  into  the  study  of  the  question. 

' '  8th.  It  is  not  in  harmony  with  good  business  principles  or  wise 
government,  whether  local  or  otherwise. 

"9th.  To  repeal  the  law  would  show  to  the  people  of  Iowa  that 
the  Thirtieth  General  Assembly  has  the  moral  courage  to  recognize 
and  correct  an  honest  mistake  or  experiment  in  legislation  and  that 
it  is  ready  and  willing  to  take  up  the  question  of  a  careful  revision 
along  practical,  scientific  and  sound  economic  lines,  of  that  portion 
of  the  Iowa  revenue  law  that  deals  with  so-called  taxable  credits, 
to  the  end  that  the  needs  of  our  debtor  citizens  may  be  freely  and 
cheaply  supplied  by  their  neighbors  and  a  substantial  surplus  may 
be  built  up  in  every  community  for  the  development  of  home  enter- 
prises and  for  the  strongest  support  possible  that  we  can  place  be- 
hind our  property  and  business  values  against  the  periodical  day 
of  financial  depression. 

"No  one  is  asking  legislative  aid  in  the  settlement  of  the  present 
tax  ferret  claims  They  will  be  taken  care  of  by  the  persons  in- 
terested, either  by  payment  or  appeal  to  the  courts.  We  regard 
these  settlements  and  the  taxes  that  result  from  them,  even  though 
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large  in  some  instances,  as  among  the  least  important  phases  of 
the  question. 

' '  There  have  been  cases  where  good  men  have  ruined  their  reputa- 
tion and  business  prospects  by  overreaching,  even  though  within 
the  law.  Let  the  state  take  heed  lest  it  do  likewise. 

"In  conclusion,  observe  that  the  Jackson  bill  does  not  repeal  one 
of  Iowa's  broad  laws,  but  only  an  experimental  amendment  that 
has  proven  itself  a  mistake. 

"It  does  not,  as  the  ferrets  state,  'tie  the  hands  of  our  regular 
officials'  or  take  away  any  of  their  ample  authority  to  enforce  the 
collection  of  taxes. 

' '  In  effect  it  proposes  to  start  over  again  at  the  point  where  the 
ferret  law  was  enacted  and  in  a  careful,  practical  and  intelligent 
manner,  with  the  best  talent  obtainable  and  in  the  light  of  recent 
knowledge  and  experience,  strive  to  secure  a  revenue  law  under 
which  our  cities  can  grow;  all  our  people  can  prosper,  help  their 
neighbors  and  be  honest,  and  which,  in  point  of  equity  and  adapt- 
ability to  our  conditions,  will  raise  and  maintain  the  reputation  of 
Iowa  for  thrift,  honesty  and  intelligence.  It  is  a  worthy  aspiration 
— help  us  to  attain  it. 

Respectfully, 

COMMITTEE 

March  23,  1904.  CEDAR  RAPIDS  COMMERCIAL  CLUB. 

877  This  is  true  of  a  large  majority  but  not  of  all  of  the  States. 

878  The  reader   is   referred   to   a   leaflet   entitled   Facts   With 
Reference  to  Taxation  of  Mortgages,  February  1909.  prepared  by 
the  Association  of  Iowa  Tax  Ferrets,  and  presented  to  the  Thirty- 
third  General  Assembly. 

879  Ecomonic  Studies  (Published  by  American  Ecomonic  Associa- 
tion), Vol.  II,  No.  3,  pp.  127,  129. 

sso  Mortgage  Taxation  and  Interest  Rates  (New  York  Tax  Re- 
form Association),  1906,  p.  6. 

881  Leaflet  entitled  Recording  Tax  Law  Has  Reduced  Interest 
Rate,  received  from  A.  C.  Pleydell  of  New  York  City. 

882  Report  of  Wisconsin  Tax  Commission,  1907,  p.  406. 

883  Facts  With  Reference  to  Taxation  of  Mortgages,  1909,  p.  14. 
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884  Facts   With  Reference   to  Taxation  of  Mortgages,  1909,  pp. 
16,  17. 

885  Data  compiled  and  furnished  by  the  Iowa  Tax  Ferret  As- 
sociation. 

886  Statistics  furnished  by  Worthington  and  Boynton  of    Des 
Moines. 

887  The  Tabor  Beacon,  June  4,  1909. 

888  The  Tabor  Beacon,  June  4,  1909. 

889  The  Fremont   County  Herald,  Vol.   XXIV,   No.   26,   June 
4,  1909. 

890  Clayton  County  has  been  worked  by  Peisen  and  Welch. 

891  Data  received  from  Ben  McCoy  concerning  the  listing  of 
moneys  and  credits  in  Muscatine  County. 

892  The  listing  for  1909  was  obtained  from  the  records  at  the  Polk 
County  court  house. 

893  It  should  be  noted  that  we  are  speaking  of  actual  value  and 
not  of  assessed  value. 
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120,  121;  rate  of,  119;  progressive 
failure  of  system  of,  123,  124;  uni- 
formity of,  124, 130;  method  of,  with 
respect  to  banks,  154,  155,  156,  157, 
158;  failure  of  local,  183;  method 
of,  with  respect  to  express  com- 
panies, 185,  186;  method  of,  with 
respect  to  telephone  companies,  205 ; 
contrast  between  levy  and,  281;  im- 
provement of  machinery  of,  291 

Assessment  roll,  preparation  of,  5; 
correction  of,  5,  38;  use  of,  in  de- 
termining tax  rate,  6;  reference  to, 
7,  72;  delivery  of,  to  county  judge, 
38;  collection  of  taxes  made  on 
basis  of,  39 

Assessors,  provision  for  election  of,  5, 
12,  16,  41,  50,  61,  70,  86,  96; 
powers  and  duties  of,  5,  8,  16,  38, 
41,  50,  71,  72,  102 ;  power  of,  to  ap- 
point deputies,  8,  16,  30;  valuation 
of  property  by,  12,  13;  compensa- 
tion of  13,  50;  reduction  of  salary 
of,  30;  penalty  for  non-perform- 
ance of  duty  by,  31;  township  sys- 
tem of,  reestablished,  41;  return  to 
county  system  of,  42;  attitude  of 
Grimes  toward  system  of,  48,  49; 
meetings  of,  51;  standard  of  value 
governing,  76;  non-performance  of 
duty  by,  83,  95;  unequal  valuation 
of  property  by,  94;  appointment 
and  duties  of  associate,  96;  short- 
comings of,  141 

Atlantic,  198,  220 

Attorney  General,  need  of,  32;  recom- 
mendations of,  230 

Auditor  of  State,  facts  shown  in  re- 
port of,  24 ;  information  required  by, 
31;  recommendation  of,  31-33,  41, 
47,  48,  51,  52,  65,  66,  74-76,  77,  78, 
80,  84,  87,  91,  94,  182,  183,  202, 
287,  288;  member  of  Census  Board, 
38;  duty  of,  39;  extract  from  re- 
port of,  40,  41,  92;  member  of  Ex- 
ecutive Council,  72;  report  of  tax 


commission  approved  by,  97;  report 

on  express  companies  by,  185;  data 

compiled  by,  336 
Auditor  of  the  Territory,  report  of, 

9,  21 

Audubon,  197 
Audubon  County,  126,  132,  192,  194, 

197,  215,  337 

Baldwin,  Caleb,  opinion  delivered  by, 

305 
Ball,  G.   W.,  amendment  offered  by, 

188 

Bandy,  George  K,  430 
Bank     Commissioners,     valuation     of 

bank  property  by,  147 
Bank  notes,  listing  of,  146,  283 
Banking,  constitutional  prohibition  of, 

145,  146;  provision  of  Constitution 
relative  to,  146,  147;   act  authoriz- 
ing, 147 

Banking  associations,  limitation  upon 
membership  in,  146,  147;  listing  of 
property  of,  154 

Banks,  distinction  between  classes  of, 
146;  taxation  of  shares  of  stock  in, 

146,  307;  question  of,  submitted  to 
people,    147;     method    of    levying 
taxes   on,  147;    method  of  valuing 
property   of,   147;    limitation  upon 
taxation  of,  147 ;  repeal  of  acts  rela- 
tive to,  152;  provisions  relative  to, 
in  Code  of   1873,  154;    court  deci- 
sions relative  to  taxation  of,   155- 
158,  159;  act  assessing  capital  stock 
of,  156;   distinction  in  methods  of 
assessment   of,   157;    classes   of,   in 
Iowa,  158,  162;  summary  of  system 
of  taxation  of,  158-162;  statement 
by,  158;   United  States  bonds  con- 
sidered in  valuation  of,  162;  trans- 
fer of  securities  by,  229   (See  also 
National  banks  and  State  Bank) 

Beck,  Joseph  M.,  opinion  delivered  by, 

166,  167 
Bellamy,  J.  S.,  430 
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Belle  Plaine,  199,  220 

Beneficiary  associations,  exemption  of 

funds  of,  270 
Benevolent  institutions,  exemption  of 

property  of,  262 
Benton    County,    126,    132,   192,    194, 

215,  217,  337,  345,  347 
Bible  societies,  exemption  of  property 

of,  262 

Bills,  John  C.,  267 
Bishop,  L.  H.,  tax  bill  introduced  by, 

98 
Black  Hawk  County,  126,   132,   192, 

194,  196,  214,  215,  217,  337,  346, 

347 
Blanchard,  L.  C.,  bill  introduced  by, 

206,   207,    209,    222;    reference   to, 

208 

Blankenship,  J.  C.,  252 
Bloomington,  meeting  at,  372 
Board   of   Supervisors,    taxing   power 

of,  53,  54,  68,  70,  71,  102;  levy  of 

federal     tax     by,     61;     limitations 

upon    taxing    power    of,    274,    275, 

277,  279 
Boies,    Horace,    recommendation    of, 

93,  94,  393;  reference  to,  97 
Bolter,  Lemuel  B.,  bill  introduced  by, 

64 
Boomer,    Albert,    bill   introduced   by, 

381 

Boone,  198,  219,  220 
Booue  County,  126,  132,  140,  190,  191, 

192,  194,  215,  337,  346,  348,  349 
Bowdoin,  Eldridge  G.,  60,  261 
Boynton,  Worthington  and,  tax  ferret 

work    by,    316,    350;    letter    from, 

330-336 

Brayton,  197,  198 
Bremer   County,   126,   132,   192,    194, 

196,  214,  215,  217,  337,  346 
Brewer,  A.  E.,  215 

Briggs,  Ansel,  recommendation  of,  31 
Brindley,    John    E.,    difficulties    con- 
fronting, vii,  viii;  reference  to,  ix; 

author's  preface  by,  xi 


Buchanan  County,  126,  132,  192,  194, 
196,  214,  215,  337,  346 

Buena  Vista  County,  126,  132,  190, 
192,  194,  215,  337 

Burlington,  first  meeting  of  legisla- 
ture at,  4;  reference  to,  198,  219 

Butler  County,  126,  132,  192,  194, 
196,  214,  215,  217,  337,  346 

Calhoun  County,  126,  131,  132,  192, 
194,  196,  215,  337 

California,  mortgage  taxation  in,  291, 
325,  326 

Calkins,  G.  C.,  bill  introduced  by,  301 

Capitol  (Des  Moines),  tax  for  com- 
pletion of,  86 

Capitol  (Iowa  City),  lack  of  funds 
for  building,  10 

Carpenter,  Cyrus  C.,  74,  76,  113;  tax 
bill  introduced  by,  89;  recommen- 
dation of,  276,  278,  384,  385 

Carroll,  199,  220 

Carroll,  B.  F.,  408 

Carroll  County,  126,  131,  132,  192, 
194,  196,  215,  337,  345,  349 

Cash,  provision  for  payment  of  taxes 
in,  13,  14;  substitutes  for,  in  pay- 
ment of  taxes,  15 

Cass  County,  126,  132,  136,  137,  190, 
194,  214,  215,  217,  337 

Cattle,  table  showing  assessed  valua- 
tion of,  126-129;  declining  assessed 
value  of,  130;  variations  in  assess- 
ment of,  131;  exemption  of,  from 
taxation,  260 

Cedar  County,  126,  132,  192,  194,  214, 
215,  217,  332,  337,  346,  348,  350, 
369 

Cedar  Falls,  198,  220 

Cedar  Eapids,  198,  219,  324 

Cedar  Eapids,  Commercial  Club  of, 
469,  471 

Census  Board,  powers  and  duties  of, 
36-38,  51,  274,  275;  composition  of, 
38;  meetings  of,  42;  reference  to, 
43;  work  of,  49;  State  tax  levied 


478 


HISTORY  OP  TAXATION  IN  IOWA 


by,  70;  superseding  of,  by  Execu- 
tive Council,  72 
Centerville,  198,  220 
Cerro   Gordo   County,  126,   132,   190, 

192,   194,  196,  215,  217,  317,  337, 

348,  466,  469 
Chambers,  John,  recommendation  of, 

relative  to  taxation,  10,  11,  20,  21 
Charitable  institutions,  table  showing 

levy   for,    108,    109;    exemption   of 

property  of,  262 
Charles  City,  199,  220 
Chase,  Salmon  P.,  384 
Cherokee,  199,  220 
Cherokee  County,  126,  132,  192,  215, 

337 
Cheshire,   Thomas  A.,  173,  188,  200, 

208,  209,  422,  424,  429,  430;   bills 
introduced  by,  184,  185,  186,  204- 

209,  221 

Chickasaw  County,  126,  132,  192,  194, 
196,  214,  215,  217,  218,  337,  466 

Church  property,  exemption  of,  from 
taxation,  260;  controversy  over 
taxation  of,  264,  265,  266-268 

Circuses,  license  tax  upon,  254 

Cities,  sinking  fund  in,  275,  277;  un- 
reasonable tax  rates  in,  276;  limita- 
tion upon  tax  rate  in,  277,  278,  279 

Civil  list,  appropriations  for,  115,  116, 
117 

Civil  War,  tax  levy  during,  62; 
bill  to  refund  taxes  levied  during, 
92 

Clarinda,  199,  220 

Clark,  Charles  A.,  member  of  tax  com- 
mission, 96 

Clark,  Dan  E.,  acknowledgments  to, 
xvi 

Clarke,  James,  recommendation  of,  21, 
23 

Clarke  County,  126,  131,  132,  190, 
215,  337 

Clay  County,  126,  132,  190,  192,  193, 
194,  215,  337 


Clayton  County,  126,  132,  194,  215, 
317,  327,  337,  346,  348,  349,  350, 
351,  352,  466,  469 

Clerk  of  board  of  county  commission- 
ers, powers  and  duties  of,  5,  6,  31 

Clerk  of  District  Court,  duties  of, 
230,  232 

Clinton,  198,  219 

Clinton  County,  126,  132,  190,  192, 
194,  214,  215,  337,  346,  352,  374 

dowry,  Eobert  C.,  215 

Cole,  Chester  C.,  opinion  delivered  by, 
150,  151,  153,  154 

Collateral  heirs,  law  taxing  estates 
passing  to,  225,  226;  difficulty  in 
discovering  estates  passing  to,  227; 
list  of,  229 

Collection,  efficient  system  of,  46; 
township  system  of,  47;  machinery 
for,  51,  70;  arguments  on  subject 
of  township  system  of,  63,  64; 
township  system  of,  established, 
69 ;  change  in  method  of,  suggested, 
74 

Collectors,  tax  roll  delivered  to,  6; 
powers  and  duties  of,  6;  time  of  fil- 
ing report  by,  8;  compensation  of, 
12,  65;  fees  received  by,  13; 
method  of  collecting  taxes  by,  13; 
appointment  of,  104 

Congress,  power  of,  to  veto  Territo- 
rial legislation,  4;  act  of,  creating 
national  banking  system,  62,  147, 
148,  160;  bill  in,  to  refund  war  tax, 
92;  act  of,  taxing  notes  of  State 
banks,  152 

Constitution  of  1844,  discussion  of 
adoption  of,  19;  attitude  of  par- 
ties toward,  19 

Constitution  of  1846,  adoption  of,  20; 
provisions  of,  relative  to  taxation 
23,  261,  274;  history  of  taxation 
during  period  of,  23-44;  provisions 
of,  relative  to  banks,  145,  146 

Constitution  of  1857,  provisions  of, 
relative  to  taxing  power,  45,  46; 
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provisions  of,  relative  to  banking, 
146,  147 

Constitutional  convention,  question  of 
calling,  defeated  by  people,  17; 
meeting  of,  at  Iowa  City,  17,  20; 
debates  in,  18,  19;  discussion  of 
banking  in,  145;  opposition  to  poll 
tax  in,  252 

Converse,  A.,  284 

Corporations,  basis  for  taxation  of, 
37;  evolution  of  method  of  taxing, 
40;  provision  of  Constitution  rela- 
tive to  taxing  of,  45;  prohibition 
against  giving  State  credit  to,  46; 
organization  of,  70;  special  forms 
of  taxation  for,  73;  table  showing 
amounts  of  tax  on,  109,  110;  law 
relative  to  taxation  of,  111;  per 
cent  of  all  taxes  paid  by,  116,  117; 
listing  of  stock  in,  146,  283 ;  failure 
of  local  assessment  of,  183;  license 
tax  on,  256,  257;  laws  relating  to 
public  service,  322,  323 

Council  Bluffs,  198,  200,  219 

Counties,  inability  of,  to  pay  Territo- 
rial tax,  9;  failure  of,  to  pay  State 
tax,  32,  47;  transfer  of  fiscal 
authority  from,  40,  46,  69;  limita- 
tion on  power  of,  to  contract  debts, 
46;  penalty  for  non-payment  of 
State  tax  by,  48;  attitude  of 
Grimes  toward  assessment  by,  48, 
49;  method  of  apportioning  State 
tax  among,  49;  placing  of  responsi- 
bility in,  51;  variation  in  levy  of 
State  taxes  in,  52;  loss  of  taxes  to, 
52;  responsibility  of,  for  State 
taxes,  56,  74,  76,  78,  87,  89,  91,  92 ; 
plan  for  assessment  by,  91;  table 
showing  total  taxes  from,  108,  109; 
inequalities  between,  113,  130,  131; 
need  of  uniform  assessment  in, 
113;  per  cent  of  all  taxes  paid  by, 
116,  117;  table  showing  value  of 
live  stock  in,  126-129;  table  show- 
ing land  valuations  in,  132-135; 


ratio  of  assessed  to  actual  values 
in,  136-139,  140;  table  showing  ex- 
press property  in,  190-195;  rate  of 
taxes  for,  274,  275,  276,  277,  279; 
subsidies  to  railroads  by,  276. 

County,  establishment  of,  as  unit  for 
taxation,  5;  permanence  of,  as  unit 
in  taxation,  7;  return  to,  as  basis 
for  assessment,  16;  seat  of  fiscal 
authority  located  in,  22 

County  Attorneys,  compensation  and 
powers  of,  229 ;  duties  of,  230 ;  fees 
for,  232 

County  Auditor,  duties  of,  65 

County  Commissioners,  powers  and 
duties  of,  5,  6,  7,  8;  appraisers  ap- 
pointed by,  13 ;  levying  power  taken 
from,  36 

County  court,  power  of,  to  levy  taxes, 
36;  limitations  upon  power  of,  36 

County  Judge,  assessment  roll  deliv- 
ered to,  38;  meeting  of  assessors  at 
office  of,  41;  reference  to,  51 

County  Eecorder,  made  ex-officio 
treasurer,  30 

County  Treasurer,  copy  of  tax  roll 
filed  with,  6;  responsibility  of,  for 
Territorial  tax,  7;  annual  election 
of,  7;  powers  and  duties  of,  7,  8, 
39;  payment  of  taxes  to,  13;  pay- 
ment of  taxes  into  treasury  by,  41; 
slowness  of,  in  collecting  State 
taxes,  47;  method  of  accounting 
prescribed  for,  51;  power  of,  to  ap- 
point deputies,  65;  collection  of 
taxes  by,  72 

Crawford  County,  126,  132,  192,  193, 
194,  196,  215,  337,  349 

Credits,  provision  for  taxation  of,  15, 
93 ;  deduction  of  debts  from  amount 
of,  29;  definition  of,  137,  146,  282, 
293,  295,  304;  assessment  of,  84, 
295;  manner  of  listing,  283,  321, 
322 ;  situs  of,  301 ;  interest  rates  and 
taxation  of,  324-329 

Crematoriums,    exemption    of,    from 
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taxation,  270 

Creston,  198,  220 

Cummins,  Albert  B.,  problems  in  ad- 
ministration of,  103;  recommenda- 
tion of,  234;  corporation  tax  fav- 
ored by,  256;  reference  to,  436,  445 

Dabney,  I.  T.,  bill  introduced  by,  300 

Dallas  County,  126,  132,  190,  194,  196, 
215,  217,  338,  349 

Davenport,  198,  219 

Davis  County,  126,  131,  133,  136,  137, 
190,  194,  215,  332,  338,  369 

Davison,  A.  H.,  acknowledgment  to, 
xvi 

Dawson,  W  P.,  bill  introduced  by,  301 

Day,  James  G.,  opinion  delivered  by, 
152,  155 

Debts,  deduction  of,  29,  30,  35,  37,  43, 
158,  166,  177,  225,  231,  241,  269, 
283,  284,  285,  291,  296,  297,  298, 
299,  300,  304,  305-307 

D«catur  County,  127,  133,  190,  215, 
338 

Decorah,  199,  220,  221 

Deemer,  Horace  E.,  opinion  delivered 
by,  170-173,  210-212,  238,  239,  417, 
418;  board  appointed  by,  229;  ref- 
erence to,  419 

Delaware  County,  127,  133,  192,  194, 
196,  214,  215,  338 

Delinquent  taxes,  provisions  for  sale 
of  property  for,  6,  55,  61,  89;  col- 
lection of,  8;  provisions  relative  to, 
39;  complaints  concerning,  40,  47, 
55;  discussion  of  problem  of,  43, 
52,  53;  method  of  reducing  amount 
of,  48,  85;  large  amount  of,  48; 
progress  in  solution  of  problem  of, 
68;  penalties  for,  72;  reduction  of 
penalty  on,  87,  88;  rate  of  penalty 
on,  89;  bill  relative  to,  104;  refer- 
ence to,  306 

Democrats,  attitude  of,  toward  Con- 
stitution of  1844,  19 

Denison,  199,  220 


Dea  Moines,  198,  200,  219,  418;  tax 

ferret  work  in,  333;   high  tax  rate 

in,  351 
DCS  Moines  County,  18,  127,  131,  133, 

190,   194,  214,  215,   217,  338,   346, 

352,  369,  374 
Dickinson  County,  127,  133,  190,  194, 

215,  338,  345,  346 
District  Court,  powers  of,  229 
Doby,  C.  B.,  430 
Domicile,  application  of  doctrine  of, 

241,  321 
Drainage  bonds,  exemption  of,  from 

taxation,  271 
Drake,  Francis  M.,   recommendations 

of,  228 

Dubuque,  198,  219,  324 
Dubuque  County,   49,   127,   133,    190, 

192,  194,   196,  214,  215,  338,  346, 

369 
Duncan,   F.    A.,   bill   introduced   by, 

288-291 
Dunlavy,  Harvey,  60 

Educational  institutions,  increase  in 
appropriations  for,  116;  exemption 
of  property  of,  262 

Emmet  County,  127,  133,  190,  192, 
194,  215,  338,  345,  346 

Equalization,  method  of,  38,  39,  291; 
transfer  of,  to  local  units,  46;  pow- 
er of  county  boards  of,  51;  power 
of  Supervisors  relative  to,  53,  54; 
machinery  for,  70,  102,  103;  town- 
ship board  of,  created,  71;  power 
of,  vested  in  Executive  Council,  72; 
nominal  character  of,  76;  bills  rela- 
tive to,  85;  changes  in  method  of, 
97 

Equalization,  State  Board  of,  meetings 
of,  42;  need  of,  for  greater  powers, 
82,  83;  limitation  upon  power  of, 
89;  lack  of  knowledge  on  part  of, 
91;  provisions  relative  to,  97;  du- 
ties of,  291 

Ericson,  C.  J.  A.,  efforts  of,  to  secure 
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license  tax,  256,  257;  reference  to, 
445 

Estherville,  199,  220 

Executive  Council,  composition  of,  72 ; 
power  of  equalization  vested  in,  72; 
tax  levied  on  railroads  by,  91;  ad- 
ditional levy  by,  93;  appointment 
of  tax  commissioners  by,  95,  96; 
levy  of  taxes  by,  102;  dutieg  of, 

185,  204,  205,  209 ;  valuation  of  ex- 
press  companies  by,  188,  189;   as- 
sessment of  telegraph  companies  by, 
202;  data  collected  by,  321 

Executors,  duties  of,  225,  226;  refer- 
ence to,  227;  responsibility  of,  242 

Exemptions,  provisions  relative  to,  5, 
259-273,  284 

Exira,  197,  198 

Expenditures,  total  amount  of,  106, 
107,  109,  110 

Express  companies,  taxation  of,  90, 
201;  table  showing  taxes  collected 
from,  109,  110;  tables  showing  as- 
sessment of,  120,  121,  190-195; 
early  method  of  taxing,  181;  first 
law  for  taxation  of,  181;  method 
of  listing  property  of,  182;  taxa- 
tion escaped  by,  182,  323;  failure 
of  local  assessment  of,  183;  defini- 
tion of,  183 ;  gross  receipts  tax  on, 
183,  184;  Cheshire  bill  for  taxa- 
tion of,  184-188,  204;  method  of 
valuation  of,  185,  188,  189;  method 
of  assessment  of,  185,  186;  argu- 
ments against  method  of  taxing, 

186,  205,  206;  taxation  of  intangi- 
ble values  of,  186;  report  by,  188; 
method  of  tax  distribution  for,  189; 
dividends  of,  197;  assessed  value  of, 
197,    198,    199;    gmall    amount    of 
taxes  paid  by,  200 ;  summary  of  his- 
tory of  taxation  of,  200 

Fairall,  Samuel  H.,  bill  introduced  by, 

64;  resolution  offered  by,  151 
Fairfield,  199,  220 


Farm  implements,  exemption  of,  from 
taxation,  269 

Farm  lands,  total  assessment  of,  99; 
table  relative  to  assessment  of,  120, 
121 

Farmers,  amount  of  taxes  paid  by, 
100,  272 

Farmers'  Club  of  Jefferson  County, 
462 

Fayette  County,  127,  133,  194,  196, 
214,  215,  338,  349,  466 

Federal  tax,  act  relative  to  Iowa's 
quota  of,  60;  levy  of,  61;  reference 
to,  68 

Fees,  table  showing  amounts  of,  109, 
110;  revenue  secured  from,  111 

Ferrets  (see  Tax  Ferrets) 

Ferries,  license  tax  on,  251 

Floyd  County,  127,  133,  192,  194,  215, 
217,  317,  338,  346,  349,  466,  469 

Fordyce,  Lewis,  87 

Forest  trees,  exemption  of,  from  tax- 
ation, 262,  263,  265,  267,  270 

Fort  Dodge,  198,  200,  220 

Fort  Madison,  198,  220 

Fox,  C.  F.,  214 

Franklin  County,  127,  133,  190,  192, 
194,  196,  214,  215,  338 

Fredericksburg,  219 

Freight  lines,  payment  of  taxes  es- 
caped by,  182 

Fremont  County,  127,  133,  190,  215, 
217,  338,  343,  350 

French,  F.  A.,  170 

French,  Nath.,  437 

Fruit  trees,  exemption  of,  from  taxa- 
tion, 262,  263,  265,  267,  270 

Funk,  A.  B.,  bill  introduced  by,  183, 
184 

Furniture,  exemption  of,  from  taxa- 
tion, 259,  260,  269 

Garst,  Warren,  inheritance  tax  bill  in- 
troduced by,  233;  reference  to,  234, 
301;  recommendation  of,  235,  257, 
300 
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Gatch,  C.  H.,  bill  introduced  by,  92, 
268,  269;  reference  to,  454,  455 

Gear,  John  H.,  recommendations  of, 
80,  81,  84 

General  Assembly,  limitations  on,  in 
Constitution,  45,  46;  increase  in 
appropriations  for,  116 

General  property  tax,  reasons  for  fail- 
ure of,  47,  50,  89,  90;  administra- 
tive failure  of,  70-106;  machinery 
for  administration  of,  71;  statisti- 
cal study  of,  106-141;  administra- 
tive failure  of,  recognized  in  law, 
122;  increasing  failure  of,  123, 
124;  defect  of,  140,  141;  failure  of, 
with  respect  to  insurance  companies, 
163 ;  express  companies  taxed  under, 
181,  182 

General  revenue,  table  showing  re- 
ceipts and  disbursements  of,  108-110 

Gilbertson,  G.  S.,  recommendations  of, 
234 

Gillilland,  Shirley,  bill  introduced  by, 
235,  236 

Gorrell,  J.  E.,  bill  introduced  by,  298; 
statement  by,  298,  299 

Governor,  power  of  taxation  vested  in, 
3;  member  of  Census  Board,  38; 
member  of  Executive  Council,  72 

Grant  County  (Wisconsin),  327 

Greene  County,  127,  133,  190,  192, 
194,  215,  338,  345 

Grimes,  James  W.,  recommendations 
by,  48,  49,  376 

Grinnell,  199,  220 

Groceries,  license  tax  on,  251,  252 

Grundy  County,  127,  133,  192,  194, 
196,  214,  215,  217,  338 

Guthrie  County,  127,  133,  194,  215, 
217,  332,  338 

Hackleman,  Abner,  bill  introduced  by, 

11 
Hale,  William,  extract  from  speech  of, 

64 


Hamilton  County,  127,  133,  192,  215, 
338 

Hancock  County,  127,  133,  190,  194, 
215,  338 

Hardin  County,  127,  133,  190,  192, 
194,  215,  338,  346,  349 

Harding,  William  L.,  bill  introduced 
by,  104,  405,  406 

Harlan,  John  M.,  opinion  of,  156,  157 

Harrison  County,  127,  133,  192,  194, 
196,  214,  215,  338,  349 

Harsh,  J.  B.,  bill  introduced  by,  95, 
96,  98 ;  reference  to,  399 

Hayward,  W.  C.,  187 

Healy,  Thomas  D.,  209,  468;  bill  in- 
troduced by,  313 

Hedges,  exemption  of,  from  taxation, 
262,  263,  265 

Hempstead,  Stephen,  recommendation 
of,  40,  41,  42 

Hendrickson,  J.  F.,  430 

Henry  County,  127,  133,  136,  137,  190, 
215,  338,  349,  350,  351,  352,  374 

Herriott,  John,  recommendations  of, 
114-117;  statement  by,  169,  170, 
173,  226-228 ;  reference  to,  174,  416, 
419 

Hibbard,  Benjamin  H.,  acknowledg- 
ments to,  xv,  xvi;  assessment  data 
collected  by,  139 

Hilsinger,  John,  bill  introduced  by,  63, 
380,  381 

Hinkson,  F.,  bill  introduced  by,  296, 
297,  465 

Historical  Society  of  Iowa,  The  State, 
character  of  publications  of,  xiii; 
reference  to,  xiv;  facilities  of,  for 
research,  xv 

Homestead  exemption,  discussion  con- 
cerning, 92,  93,  268,  269;  reference 
to,  284 

Horses,  table  showing  assessed  valua- 
tion of,  126-129;  declining  assessed 
value  of,  130;  variations  in  assess- 
ment of,  131,  139;  exemption  of, 
from  taxation,  260 
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Howard  County,  127,  133,  194,  196, 

214,  215,  338,  345 
Howe,  Mr.,  430 
Humboldt  County,  127,  133,  190,  192, 

194,  215,  338 
Hunter,   Eobert,   bill   introduced   by, 

301 
Hutehinson,  E.  M.,  bill  introduced  by, 

291,  292 

Hutchison,  Deborah,  307 
Hutchison,  Henry,  307 

Ida  County,  127,  133,  192,  215,  338, 
345 

Improvements,  opposition  to  taxation 
of,  8;  exemption  of,  from  taxation, 
8;  taxation  of,  22,  24;  discussion 
of  exemption  of,  from  taxation,  25- 
27,  28,  33-35;  exemption  of,  re- 
fused, 29 

Incidental  expenses,  proportion  of  ex- 
penditures absorbed  in,  115,  117; 
increase  in,  116 

Income  tax,  bill  providing  for,  60 

Independence,  199,  220 

Indiana,  uniform  public  accounts  in, 
53;  semi-annual  payment  in,  81; 
tax  ferret  laws  in,  311;  reference 
to,  424 

Indianola,  199,  220 

Inheritance  tax,  forms  of,  223;  first 
bill  providing  for  223,  224;  pro- 
vision for,  in  proposed  Code  revi- 
sion, 224,  225;  opposition  to  direct, 
225;  provisions  of  law  relative  to, 
225,  226;  defects  of  law  providing 
for,  226-228,  242,  249;  board  for 
framing  rules  relative  to,  229 ;  rules 
for  assessment  and  collection  of, 
229,  230;  record  of  proceedings  rel- 
ative to,  230;  listing  of  property 
subject  to,  230;  amount  exempted 
from,  231,  237,  238,  239,  240,  241, 
242,  243,  244;  graduated  form  of, 
suggested,  231;  increase  in  collec- 
tions under,  232 ;  difficulty  in  under- 


standing law  relative  to,  232;  uni- 
form time  for  payment  of,  232;  act 
relative  to  refunding  of,  233;  rea- 
sons for  non-enforcement  of,  233; 
rate  of,  upon  foreign  heirs,  233, 
234;  division  of  receipts  from,  234; 
efforts  to  secure  direct,  234-236; 
court  decisions  relative  to,  236-242; 
estates  liable  to,  237,  238,  239,  240, 
241,  242,  243,  244 ;  doctrine  of  dom- 
icile in  connection  with,  241 ;  efforts 
to  remedy  defects  in  law  relative  to, 
249,  250;  summary  of  history  of, 
250 

Insurance  companies,  basis  for  taxa- 
tion of,  37;  evolution  of  method  of 
taxing,  40;  taxation  of,  90;  table 
showing  taxes  collected  from,  108, 
109 ;  provision  of  Code  of  1851  rela- 
tive to,  163;  act  to  regulate,  163, 
164 ;  court  decisions  relative  to,  164, 
166,  167,  168-173,  178;  retaliatory 
policy  of  taxation  of,  164;  fees  col- 
lected from,  164,  165;  exemption  in 
favor  of,  165,  169,  261;  complaints 
by,  165,  166;  efforts  to  discriminate 
against,  166;  assets  of,  166,  179; 
debts  of,  166,  167,  179;  classifica- 
tion of,  for  taxation,  167,  168,  179; 
license  tax  on,  168,  169,  177,  180; 
discriminating  taxation  of,  169 ;  law 
relative  to,  held  unconstitutional, 
173,  174;  local  character  of  busi- 
ness of,  176;  repeal  of  exemption  in 
favor  of,  176,  177;  method  of  as- 
sessing property  of,  177;  recent  acts 
relative  to  taxation  of,  178,  180; 
summary  of  history  of  taxation  of, 
178-180;  moneys  and  credits  of, 
307;  loans  made  by,  327,  329;  taxa- 
tion of  credits  of,  328 

Interest,  bill  relative  to  rates  of,  284, 
285 ;  mortgage  taxation  and  rate  of, 
294,  298,  302,  324-329 

Iowa,  Territorial  history  of,  3;  tax 
rate  in  pioneer,  10;  economic  con- 
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ditions  in  early,  11;  admission  of, 
20;  character  of  pioneers  of,  26; 
prohibitions  in  act  admitting,  34; 
act  relative  to  quota  of,  for  war 
fund,  60;  industrial  expansion  in, 
70;  comparison  of,  with  other 
States,  92,  96,  101,  228;  amount 
paid  by,  during  war,  92;  total  as- 
sessment of  property  in,  99;  per 
capita  expense  of  government  of, 
101;  need  of  tax  commission  in, 
105;  total  revenues  of,  112;  in- 
crease in  population  of,  115,  117, 
118 ;  increase  in  wealth  of,  115,  117, 
118 ;  per  capita  assessed  valuation  in 
117,  118 ;  net  taxable  value  of,  119 ; 
table  showing  total  assessment  of, 
120,  121 ;  assessment  of  agricultural 
lands  in  138;  act  authorizing  bank- 
ing in,  147;  classes  of  banks  in, 
158;  summary  of  history  of  bank 
taxation  in,  159-162;  decrease  in 
number  of  insurance  companies  in, 
166;  failure  of  local  assessment  in, 
183;  form  of  inheritance  tax  in, 
223;  classes  of  property  exempt 
from  taxation  in,  259;  special  tax 
agents  in  311;  removal  of  capital 
from,  323,  324;  increase  of  bank 
deposits  in,  324 

Iowa,  Territory  of,  establishment  of, 
3 ;  history  of  taxation  during  period 
of,  3-22;  first  meeting  of  legisla- 
ture of,  4;  taxes  for  support  of,  6, 
7;  criticism  of  revenue  system  of, 
9;  proposal  for  direct  tax  for  sup- 
port of,  9;  millage  tax  for,  10;  lack 
of  cash  in,  10;  struggle  between 
forms  of  local  government  in,  16; 
fiscal  conditions  in,  21;  provisions 
of  Organic  Act  of,  259 

Iowa  City,  sale  of  lots  in,  10,  362; 
meeting  of  constitutional  conven- 
tion at,  17,  19,  20 ;  reference  to,  198, 
200,  219,  220 


Iowa  County,  127,  133,  194,  214,  215, 
217,  227,  338 

Iowa  Independent  Telephone  Associa- 
tion, resolutions  of,  207,  208 

Jackson,  Frank  D.,  101,  225,  401,  402 
Jackson,  John  H.,  bill  introduced  by, 

103,  314,  468 
Jackson  County,   127,  133,   192,   194, 

215,  338,  346,  369 

Jasper   County,   127,   133,   190,   192, 

194,  196,  214,  216,  217,  332,  338 
Jefferson  County,  127,  133,  190,  194, 

216,  338,  369 

Johnson  County,  127,  133,  192,   194, 

214,  216,  217,  332,  338,  369,  374 
Jones  County,  127,  133,  192,  195,  216, 

217,  332,  338,  345,  349,  369 
Judiciary,  appropriations  for,  116 
Junkin,  Joseph  M.,  187,  208,  425 

Kansas  City,  431 

Kentucky,  tax  ferret  laws  in,  311 

Keokuk,  198,  220 

Keokuk   County,  127,  133,  190,   192, 

195,  216,  338 

Kincaid,  G.  W.,  372,  373 

Kirkwood,  Samuel  J.,  system  of  col- 
lection developed  by,  46;  reference 
to,  47,  54,  63,  65,  379;  able  mes- 
sages of,  52,  53,  68;  recommenda- 
tions of,  55-59,  61,  378;  bill  vetoed 
by,  60 

Kishkekosh  County,  370 
Knoxville,  199,  220 
Kossuth  County,  127,  134,   190,   192, 
195,  216,  338 

Ladd,  Scott  M.,  opinion  delivered  by, 

239,  240 

Lakin,  W.  B.,  261 
Land  monopoly,  opposition  to,  25-28; 

reference  to,  44 
Land  valuations,  table  showing,  132- 

135 
Lands,    ratio    of    assessed   to    actual 

value  of,  136-139 
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Lane,  Edgar  C.,  member  of  tax  com- 
mission, 96 

Larrabee,  William,  acknowledgment 
to,  xvi;  reference  to,  85,  266;  rec- 
^_ommendations  of,  92,  93 

Lawler,  219 

Le  Mars,  199,  220 

Leake,  J.  B.,  148 

Lee,  N.  J.,  bill  introduced  by,  235 

Lee  County,  128,  134,  190,  191,  195, 
196,  214,  216,  217,  316,  339,  345, 
349,  352,  469 

Legislative  Assembly,  taxing  power 
vested  in,  3;  composition  of,  3;  veto 
power  of  Congress  over,  4;  limita- 
tions upon  power  of,  4;  first  meet- 
ing of,  4;  opposition  of,  to  State- 
hood, 17 

Levy,  location  of  power  to  make,  36, 
70;  power  of  Supervisors  relative 
to,  53;  time  of  making,  72;  plan  to 
reduce,  93 ;  addition  to  regular,  93 ; 
effort  to  secure  more  equitable,  102 ; 
machinery  for  making,  102;  total 
amount  of,  106,  107;  increase  in, 
107;  table  illustrating,  108-110; 
contrast  between  assessment  and, 
281 

Lewis,  W.  E.,  187,  188 

Libraries,  exemption  of,  from  taxa- 
tion, 259,  260,  269 

License  taxes,  laws  relative  to,  5,  6, 
253-255,  256,  257;  provisions  for, 
during  Territorial  period,  251,  252; 
movement  away  from,  253;  provi- 
sions of  Code  relative  to,  253;  court 
decision  relative  to,  255;  summary 
of  history  of,  257,  258 

Linn  County,  128,  131,  134,  192,  195, 
214,  216,  217,  339,  369 

Liquor,  license  tax  on  sale  of,  251; 
mulct  tax  on  sale  of,  254,  255 

Literary  and  scientific  institutions, 
property  of,  exempted,  260 

Live  stock,  table  showing  average  tax- 


able value  of,  125,  126-129;  declin- 
ing assessed  value  of,  130,  131 

Local  government,  conflict  between 
forms  of,  in  early  Iowa,  16 

Local  units,  limitation  upon  taxing 
power  of,  276,  280,  281 

Louisa  County,  128,  134,  190,  195,  214, 
216,  217,  339,  369 

Lowe,  Ealph  P.,  372 

Lucas,  Eobert,  meeting  of  legislature 
called  by,  4;  recommendation  of, 
relative  to  taxation,  9,  361;  State- 
hood favored  by,  16,  17 

Lucas  County,  128,  134,  190,  216,  339 

Lyon  County,  128,  131,  134,  138,  192, 

195,  214,  216,  339,  345 

McCarthy,  Cornelius  G.,  99;  statement 

by,  294,  295 
McClain,  Emlin,  opinion  delivered  by, 

159,  413,  439,  440 
McCoid,  M.  A.,  264,  265 
McCoy,  Ben,  330,  332 ;  tax  ferret  work 

by,  347,  348,  349,  350 
McDonald,  Edward,  271 
McFatridge,  C.  M.,  430 
McGhee,  Thomas  H.,  437 
Madison  County,  128,  134,  190,  195, 

196,  214,  216,  217,  332,  339 
Mahaska  County,  128,  134,  190,  192, 

195,  214,  216,  339,  345,  349,  369 
Manufacturers,  act  for  relief  of,  287 
Manufactures,  bill  for  encouragement 

of,  261 

Maquoketa,  199,  220 
Marion    County,   128,    134,   190,   195, 

216,  339 
Marshall  County,  128,  134,  190,  192, 

195,  196,  214,  216,  217,  339,  349 
Marshalltown,  198,  220 
Martin,  Ed.,  430 
Mason  City,  198,  219,  220 
Massachusetts,     inheritance     tax     in, 

228;    taxation   of   credits   in,   326; 

reference  to,  424 
Merchants,     property     of,     exempted 

from  taxation,  260 
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Merrill,  Samuel,  recommendation  of, 
65,  67,  69,  276,  457 

Meservey,  S.  T.,  bill  introduced  by, 
313,  314 

Michigan,  per  capita  expense  of  gov- 
ernment of,  101 

Michigan,  Territory  of,  Iowa  country 
part  of,  3;  revenue  system  in,  3 

Millage  tax,  levy  of,  for  Territorial 
purposes,  10;  change  to  system  of, 
22 

Mills  County,  128,  131,  134,  190,  216, 
217,  339 

Minneapolis,  431 

Minnesota,  per  capita  expense  of  gov- 
ernment of,  101;  recording  fee  sys- 
tem in,  302;  reference  to,  431 

Minnesota  Tax  Commission,  statement 
by,  140,  141 

Mississippi  Valley  Telephone  Com- 
pany, 206 

Missouri,  431 

Missouri  and  Iowa  Telephone  Com- 
pany, 206 

Missouri  Valley,  199,  220 

Mitchell  County,  128,  134,  192,  195, 
196,  214,  216,  317,  339,  346,  466, 
469 

Moir,  M.  W.,  330 ;  tax  ferret  work  by, 
343,  350 

Moneys  and  credits,  low  assessment  of, 
32 ;  deduction  of  debts  from  amount 
of,  37,  43,  166,  177,  269,  283,  284, 
296,  297,  298,  299,  300,  304,  305- 
307;  taxation  of,  92,  282-309,  319; 
listing  of,  103,  287,  291,  293,  294; 
provisions  of  bank  act  relative  to, 
154;  assessment  of,  158,  295;  doc- 
trine of  domicile  applied  to,  241; 
exemption  of,  from  taxation,  284, 
323;  arguments  of  Commission  rela- 
tive to  taxation  of,  293,  294;  court 
decisions  relative  to  taxation  of, 
303-307;  situs  of,  304,  305;  sum- 
mary of  history  of  taxation  of,  307- 
309,  352-355;  tax  ferrets  and  taxa- 


tion of,  315;  increase  in  listing  of, 
341,  343,  345-352 

Monona  County,  128,  134,  136,  137, 
192,  195,  214,  216,  339,  345 

Monroe  County,  128,  131,  134,  190, 
192,  195,  216,  227,  339 

Montgomery  County,  128,  134,  190, 
216,  339 

Morrison,  W.  W.,  214 

Mortgages,  taxation  of,  89,  93,  285- 
287,  288-291,  296,  301,  302,  304, 
305;  exemption  of,  from  taxation, 
284;  recommendations  of  Commis- 
sion relative  to  taxation  of,  292- 
294;  bill  for  deduction  of,  296-300; 
fee  for  recording  of,  300,  302;  in- 
terest rates  and  taxation  of,  324-329 

Mount  Pleasant,  199,  220 

Mowry,  Welcome,  amendment  intro- 
duced by,  87,  88 

Mulct  law,  254,  255 

Mules,  declining  assessed  value  of, 
130;  variation  in  assessment  of, 
131;  exemption  of,  from  taxation, 
260 

Municipal  bonds,  exemption  of,  from 
taxation,  271 

Municipality,  limitation  on  power  of, 
to  contract  debts,  46 

Muscatine,  new  charter  for,  33;  peti- 
tion from  citizens  of,  33;  amount 
of  property  assessed  in,  34;  provi- 
sions of  charter  of,  34,  35;  refer- 
ence to,  198,  220 

Muscatine  County,  28,  29,  128,  134, 
190,  195,  214,  216,  217,  332,  339, 
349 

Nashua,  219 

National  banks,  notes  of,  62;  act  of 
Congress  creating,  147,  148,  160; 
bill  to  tax  currency  of,  147;  taxa- 
tion of  shares  of  stock  of,  148 ;  list- 
ing of  property  of,  148;  retention 
of  dividends  by,  to  pay  taxes,  148; 
court  decisions  relative  to  taxation 
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of,  149-154;  resolution  relative  to 
taxation  of,  151;  method  of  assess- 
ment of,  156;  method  of  taxation 
of,  158,  159;  increase  of  deposits 
in,  324 

Nebraska,  431 

New  England,  system  of  collecting 
taxes  in,  63 

New  Hampton,  219 

New  Jersey,  payment  of  taxes  in  in- 
stallments in,  81 

New  York,  per  capita  expenses  of  gov- 
ernment of,  101;  inheritance  tax  in, 
228;  recording  fee  system  in,  302; 
taxation  of  credits  in,  326 

New  York  Tax  Eeform  Association, 
326 

Newbold,  Joshua  G.,  recommendations 
of,  78 

Newton,  199,  220 

Nichols,  Pliny,  bill  introduced  by,  81, 
87,  284-285;  arguments  of,  in  sup- 
port of  bill,  81,  82;  minority  report 
by,  85;  letter  from,  285-287;  refer- 
ence to,  386,  387,  388,  389,  391 

Non-residents,  speculation  by,  8,  25- 
27;  problem  of,  24;  denunciation  of, 
28;  discussion  of  question  of,  33; 
result  of  agitation  concerning,  43, 
44 ;  payment  of  taxes  by,  48 ;  failure 
of,  to  pay  taxes,  52 

O'Brien  County,  128,  131,  134,  138, 
192,  195,  216,  339 

Oelwein,  198,  220 

Oglevee,  John  F.,  387 

Ohio,  system  of  taxation  borrowed 
from,  3;  semi-annual  payment  in, 
81;  per  capita  expense  of  govern- 
ment of,  101;  tax  ferret  laws  in, 
311;  reference  to,  424 

Ohio  Tax  Commission,  statement  by, 
140 

Oklahoma,  tax  ferret  law  in,  311 

Omaha,  431 

Organic  Act,  prohibition  in,  25 


Osceola   County,   128,   134,   138,    192, 

195,  216,  339,  345 
Oskaloosa,  198,  220 
Ottumwa,  198,  200,  219,  220 

Page  County,  128,  131,  134,  190,  216, 
339,  349,  350,  351,  352 

Palo  Alto  County,  128,  131,  134,  190, 
193,  195,  216,  339 

Paulk,  Charles,  63 

Peddlers,  license  tax  on,  89,  251,  253, 
254,  255,  256 

Peisen  and  Welch,  tax  ferret  work  by, 
347,  348 

Penick,  J.  A.,  bill  introduced  by,  296- 
300 ;  reference  to,  463 

Penitentiary,  tax  for  building,  10 

Pennsylvania,  per  capita  expense  of 
government  of,  101;  inheritance  tax 
in,  234 

Perry,  199,  220 

Personal  property,  method  of  valua- 
tion of,  11,  12,  13;  effect  of  mort- 
gages upon,  15;  inequalities  in  as- 
sessment of,  78;  incentive  to  under- 
valuation of,  78;  method  of  reach- 
ing, 80;  low  assessment  of,  83,  93; 
problem  of  assessment  of,  84;  dis- 
criminating assessment  of,  91;  bill 
relative  to  delinquent  taxes  on,  104; 
table  showing  assessment  of,  120, 
121;  bank  shares  included  in,  148; 
inventories  of,  231;  method  of  taxa- 
tion of,  282;  taxation  escaped  by, 
287,  288;  equalization  of,  291 

Phoenix  Life  Insurance  Company, 
165 

Pioneers,  attitude  of,  toward  taxation 
of  improvements,  25,  26 

Plehn,  Carl,  statement  by,  325,  326 

Pleydell,  A.  C.,  statement  by,  326; 
reference  to,  471 

Plymouth  County,  128,  134,  138,  193, 
195,  214,  216,  339 

Pocahontas  County,  128,  131,  134, 190, 
193,  195,  216,  339 
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Polk  County,  128,  134,  136,  137,  189, 
190,  193,  195,  196,  214,  216,  217, 
316,  332,  333,  334,  335,  339,  342, 
346,  349,  350,  351,  352,  418,  469 

Poll  taxes,  law  relative  to,  5,  251,  252, 
253,  254;  discussion  of,  in  constitu- 
tional conventions,  252 ;  summary  of 
history  of,  257;  reference  to,  275, 
279 

Polleys,  T.  A.,  table  prepared  by,  137, 
138;  reference  to,  408 

Population,  data  relative  to,  117; 
table  showing,  118 

Post,  August,  member  of  tax  commis- 
sion, 96 

Postal  Telegraph-Cable  Company,  213 ; 
table  showing  assessment  of,  214 

Pottawattamie  County,  128,  134,  190, 
193,  195,  196,  214,  216,  217,  339 

Powers,  S.  B.,  bill  introduced  by,  296 

Poweshiek  County,  128,  134,  191,  193, 
195,  214,  216,  217,  339 

Poyneer,  Alfred  N.,  member  of  tax 
commission,  96 

Premiums,  taxation  of,  164,  165,  178 

Probate  court  records,  investigation 
of,  231 

Property,  classification  of,  for  taxa- 
tion, 35,  36,  37,  71,  73,  317;  man- 
ner of  listing,  37;  abstract  of,  61; 
sale  of,  for  delinquent  taxes,  61,  89 ; 
undervaluation  of,  67,  80,  92;  ex- 
emption of,  71,  284;  unequal  taxing 
of,  79;  basis  of  valuation  of,  97; 
method  of  remedying  unequal  as- 
sessment of,  98;  efforts  to  prevent 
undervaluation  of,  98;  increase  in 
assessment  of,  99;  amount  of,  es- 
caping taxation,  101;  effort  to  se- 
cure better  listing  of,  102;  assess- 
ment of  various  forms  of,  118;  one- 
fourth  valuation  of,  119;  estimated 
true  value  of,  122,  123 ;  assessed  val- 
uation of,  123;  unequal  assessment 
of,  130;  ratio  of  assessed  to  actual 
values  of,  136-139;  situs  of,  175, 


241;  classes  of,  exempt  from  taxa- 
tion, 259,  260,  262,  269,  270 ;  collec- 
tion of  taxes  on  omitted,  310-355 

Prosecuting  Attorney,  penalty  for 
failure  of,  to  perform  duty,  31; 
legal  position  of,  32 

Public  Accounts,  uniform  system  of, 
53 

Public  buildings,  exemption  of,  from 
taxation,  260 

Pullman  car  companies,  taxation  es- 
caped by,  182 

Purdy,  Lawson,  investigation  by,  326 

Bailroads,  taxation  of,  61,  90;  gross 
receipt  tax  on,  68;  suggestion  for 
taxation  of,  91,  92,  202;  amount  of 
taxes  paid  by,  100;  inability  to  dis- 
tinguish tax  received  from,  115; 
table  showing  assessment  of,  120, 
121;  court  decision  relative  to  tele- 
graph operated  by,  212,  213;  grant- 
ing of  subsidies  to,  276 

Raney,  H.  C.,  206,  430 

Eeal  estate,  method  of  valuation  of, 
11,  12,  14,  15,  22,  50;  proposal  to 
place  all  taxes  on,  26;  undervalua- 
tion of,  49,  76;  method  of  prevent- 
ing duplicate  assessment  of,  50; 
abstracts  of,  54;  discriminating  as- 
sessment of,  91 ;  increase  in  assessed 
value  of,  93 ;  time  of  listing,  96,  97 ; 
effort  to  exempt,  148;  taxation  of, 
belonging  to  banks,  148;  exemption 
of,  156;  listing  of,  for  inheritance 
tax,  230;  taxation  of  mortgages  on, 
285;  listing  of,  by  manufacturers, 
287;  bill  to  prevent  double  taxation 
of,  288-291 ;  deduction  of  mortgages 
on,  298,  300,  301;  assessment  of,  321 

Red  Oak,  199,  220 

Religious  institutions,  exemption  of 
property  of,  262 

Remley,  Milton,  173 

Revenue,  method  of  apportioning,  22; 
total  amount  of,  106,  107,  109,  110, 
112 
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Revenue  Commission  of  Iowa,  inherit- 
ance tax  bill  prepared  by,  223,  224; 
recommendations  of,  relative  to  ex- 
emption, 269,  270;  recommendations 
of,  relative  to  mortgage  taxation, 
292-294  (see  also  Tax  Commission) 

Eevenue  system,  foundation  for,  7,  22, 
35 ;  defects  of,  in  Territorial  period, 
23;  recommendation  of  Clarke  rela- 
tive to,  23 ;  character  of,  established 
in  1851,  40;  features  of,  outlined  by 
Kirkwood,  57,  58;  development  of, 
71;  injurious  character  of,  79;  reso- 
lution relative  to,  83,  84;  defects 
in,  86,  140;  decreasing  success  of, 
123,  124;  dissatisfaction  with,  285 

Eevision  Committee  (1842-1843),  work 
of,  11 

Einggold  County,  128,  134,  191,  196, 
214,  216,  339 

Eoad  tax,  rate  of,  36,  275;  reference 
to,  253,  254 

Roberts,  James  A.,  statement  by,  433, 
434 

Eobinson,  Gifford  S.,  opinion  delivered 
by,  237,  238 

Boss,  Lewis  W.,  63 

Rothrock,  James  H.,  opinion  delivered 
by,  155 

Russian  Mennonites,  278 

Sac  County,  128,  134,  193,  195,  216, 
339 

Sailors,  exemption  of  property  of,  270 

St.  Joseph,  431 

Sankey,  E.  J.,  bill  introduced  by,  300 

Sapp,  William  F.,  64 

Saunders,  Charles,  opposition  of,  to 
license  tax,  256 

Savage,  Arthur  C.,  bill  introduced  by, 
103,  104,  403-405 

Savings  banks,  act  relative  to,  154, 
155;  exemptions  granted  to,  265;  in- 
crease of  deposits  in,  324;  loans 
made  by,  327,  329;  taxation  of  cred- 
its of,  328 


Schee,  G.  W.,  amendment  offered  by, 
291 

Schmidt,  L.  B.,  acknowledgment  to,  xvi 

School  bonds,  exemption  of,  from  tax- 
ation, 271 

School  tax,  rate  of,  36,  67,  68,  275, 
276,  277,  279;  limitation  upon  rate 
of,  277 

Schools,  property  of,  exempted  from 
taxation,  260 

Scott  County,  128,  134,  191,  193,  195, 
214,  216,  217,  339,  346,  352,  369, 
374 

Secretary  of  State,  member  of  Census 
Board,  38;  member  of  Executive 
Council,  72 

Separation  of  revenue  sources,  92,  211, 
212 

Shade  trees,  exemption  of,  from  taxa- 
tion, 262,  263,  265 

Shambaugh,  Benj.  F.,  editor's  intro- 
duction by,  vii;  acknowledgment 
to,  xv 

Shane,  John,  264,  266,  447 

Shaw,  Leslie  M.,  conservatism  of,  103 

Sheep,  table  showing  assessed  valua- 
tion of,  126-129;  variations  in  as- 
sessment of,  139,  140;  exemption  of, 
from  taxation,  260,  261 

Shelby  County,  128,  134,  193,  195,  196, 
216,  339 

Shenandoah,  199,  220 

Sheriff,  powers  and  duties  of,  6,  37, 
38;  collection  of  taxes  by,  8;  made 
ex-ofEcio  assessor,  30 

Sherman,  Buren  E.,  recommendation 
of,  87,  91,  92,  267,  268 

Shiras,  O.  P.,  opinion  delivered  by, 
168,  169,  416 

Sioux  City,  198,  219,  324 

Sioux  County,  128,  131,  135,  138,  193, 
195,  214,  216,  339,  349 

Smith,  Mr.,  430 

Smith,  H.  C.,  430 

Smith,  J.  H.,  township  collection  fav- 
ored by,  63 
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Soldiers,  exemption  of  property  of, 
270 

Speculation,  land  held  for,  8,  25-27 

State,  limitation  on  power  of,  to  con- 
tract debt,  46;  transfer  of  fiscal 
authority,  to,  46;  inability  of,  to 
collect  revenue,  47;  responsibility 
of  counties  to,  51,  56 ;  loss  of  taxes 
to,  52;  strengthening  of  power  of, 
69;  debt  of,  78;  fiscal  growth  of, 
106;  net  taxable  value  of,  119;  in- 
crease in  assessed  valuation  of,  119, 
122;  table  showing  total  assessment 
of,  120,  121 

State  Bank  of  Iowa,  notes  issued  by, 
59,  62;  legislature  given  power  to 
create,  147;  act  to  incorporate,  147; 
act  abolishing,  152;  act  of  Con- 
gress taxing  notes  of,  152 

State  institutions,  proportion  of  ex- 
penditures allotted  to,  115-117;  in- 
crease in  appropriations  for,  116 

State  levy,  table  showing,  108,  109; 
total  amount  of,  111,  112,  113;  in- 
crease of,  115,  116 

State  taxes,  inefficient  collection  of, 
30;  need  of  officers  to  enforce  col- 
lection of,  32;  rate  of,  36,  274,  275, 
276,  277,  278;  reason  for  successful 
collection  of,  40;  problem  of  collec- 
tion of,  43;  efficient  collection  of, 
developed  by  Kirkwood,  46 ;  penalty 
for  non-payment  of,  48;  proper  dis- 
tribution of,  49;  improvement  of 
machinery  for  collection  of,  51; 
variations  in  levy  of,  52;  recom- 
mendation of  Kirkwood  concerning, 
56;  provision  for  payment  of,  61; 
greater  efficiency  in  collection  of, 
68;  change  in  collection  of,  sug- 
gested, 74;  responsibility  of  coun- 
ties for,  76,  78,  87,  89,  91,  92;  pay- 
ment of,  in  installments,  89;  in- 
equalities in  apportionment  of,  113; 
inequalities  in  payment  of,  130 

Statehood,  agitation  in  favor  of,  16-20 


Stone,  William  M.,  conservatism  of, 
62;  optimistic  report  of,  62 

Story  County,  129,  135,  137,  139,  191, 
193,  195,  216,  321,  339,  349 

Stout,  N.  L.,  372 

Subsidies,  granting  of,  to  railroads, 
276 

Sugar,  act  to  encourage  manufacture 
of,  270 

Supervisors  (see  Board  of  Super- 
visors) 

Supreme  Court,  bill  to  change  salaries 
of  Judges  of,  60;  decisions  of,  149- 
154,  155-158,  159,  164,  166,  167, 
168-173,  178,  200,  203,  210-212,  213, 
236-242,  255,  304-307,  311,  312 

Swine,  table  showing  assessed  valua- 
tion of,  126-129;  declining  assessed 
value  of,  130;  variations  in  assess- 
ment of,  131,  139,  140;  exemption 
of,  from  taxation,  260 

Tama  County,  129,  135,  193,  195,  196, 
214,  216,  217,  339 

Tavern  keepers,  license  tax  on,  251 

Tax  commission,  recommendation  of 
Boies  concerning,  94;  efforts  to 
create,  103,  104 

Tax  Commission  of  Iowa,  law  provid- 
ing for,  95,  397,  398;  character  of, 
95;  composition  of,  95,  96;  duties 
of,  95,  96;  work  of,  96;  bill  sub- 
mitted by,  96-101;  report  of,  105 

Tax  exemptions,  259-273  (see  Exemp- 
tions) 

Tax  Ferrets,  prejudice  against,  310; 
States  providing  for,  310,  311;  com- 
pensation for,  311,  312;  character  of 
work  done  by,  312,  329-336;  un- 
popularity of,  313;  classes  of,  315; 
class  of  taxpayers  reached  by,  315- 
317;  effect  of  work  of,  323,  324, 
328,  345-352;  method  of  judging 
efficiency  of,  336;  amount  of  taxes 
collected  by,  336,  343;  classification 
of  work  done  by,  344,  345 ;  summary 
of  work  of,  353-355 
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Tax  Ferrets,  Association  of  Iowa,  ac- 
knowledgment to,  xvi;  opposition 
of,  to  Ward  bill,  302,  303;  data 
furnished  by,  315-317;  pamphlet 
prepared  by,  327,  328;  claims  of, 
329 

Tax  Ferret  Law,  enactment  of,  300, 
311,  312;  court  decisions  relative  to, 
311,  312;  provisions  of,  313;  opposi- 
tion to,  313,  314;  arguments  for  and 
against,  314-329;  attempt  to  repeal, 
336;  argument  in  favor  of  retain- 
ing, 336 

Tax  ferret  system,  establishment  of, 
103,  105 ;  discussion  of,  310-355 

Tax  limitations,  274-281 

Tax  list,  preparation  of,  66,  71;  ref- 
erence to,  72 

Tax  rate,  determination  of,  6;  views 
of  Merrill  on  subject  of,  67;  refer- 
ence to,  101;  inflation  of,  119;  rela- 
tion of  assessment  to,  124;  reduc- 
tion of,  275 

Tax  Eevision  Association,  acknowl- 
edgment to,  xvi 

Tax  roll,  provisions  relative  to,  6 

Tax  system,  workings  of,  during  Ter- 
ritorial period,  20-22;  defects  in, 
24;  dissatisfaction  with,  93;  bill  to 
remodel,  96 

Tax  titles,  law  relative  to,  54,  55; 
security  of,  57,  68 

Taxation,  difficulties  in  writing  history 
of,  vii,  viii ;  methods  of  writing  his- 
tory of,  xii,  xiii;  history  of,  during 
Territorial  period,  3-22;  location  of 
power  of,  3,  4 ;  restrictions  on  power 
of,  4;  county  made  unit  of,  5;  rate 
of,  in  pioneer  Iowa,  10;  increase  of, 
under  State  government,  17-20;  pro- 
visions of  Constitution  affecting, 
23;  history  of,  from  1846  to  1857, 
23-44;  property  liable  to,  29;  sys- 
tem of,  outlined  in  1851,  40 ;  history 
of,  from  1857  to  1872,  45-69;  pro- 
posal for  limit  on  rate  of,  67;  rates 


of,  67,  68;  amount  of  property 
escaping,  79,  93,  101,  287,  288; 
problem  of  preventing  double,  84; 
inequalities  in,  84,  130,  288, 
320-323;  perfect  system  of,  im- 
possible, 89;  efforts  to  create 
efficient  system  of,  90;  method  of 
remedying  unequal  burdens  of,  98; 
complaint  concerning  unjust  system 
of,  101;  local  character  of,  113; 
equality  and  uniformity  of,  172, 
173,  175;  bearing  of  situs  of  prop- 
erty upon,  175;  segregation  of 
sources  of,  211,  212;  exemptions 
from,  259-273,  284;  duplication  in, 
285;  bill  to  prevent  duplication  in, 
288-291;  bill  to  correct  inequalities 
in,  291;  method  of  escaping,  298; 
charges  of  duplication  in,  317-320 

Taxes,  collection  of,  6;  provision  for 
payment  of,  in  cash,  13,  14;  substi- 
tutes for  cash  in  payment  of,  15; 
machinery  for  levy  and  collection  of, 
35-40 ;  change  in  manner  of  levying, 
36;  manner  of  paying,  39;  need 
of  heavier  penalty  for  non-pay- 
ment of,  52;  levy  and  equaliza- 
tion of,  by  Supervisors,  53,  54; 
obligation  of  individual  to  pay, 
57,  58;  medium  for  payment  of,  59, 
60,  62;  semi-annual  payment  of, 
recommended,  66;  consolidation  of, 
66;  equalization  of,  71;  time  for 
paying,  72;  semi-annual  payment 
of,  78,  79-83,  84-86,  87-89,  91,  105; 
decrease  of  percentage  of,  81;  table 
showing  total  of,  from  counties,  108, 
109;  increase  in,  per  capita,  115, 
116;  amount  of,  collected,  124;  re- 
bate of,  265;  rates  of,  274,  275,  276, 
277,  279;  collection  of,  by  ferrets, 
310-355. 

Taxing  power,  provision  of  Constitu- 
tion relative  to,  45,  46;  necessity  of 
limitation  on  local,  80;  limitations 
upon,  274-281 
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Taxpayer!,  blank  forms  left  with,  38; 
unwillingness  of,  to  pay  taxes,  47; 
duty  of,  72;  listing  of  property  by, 
80;  plundering  of,  101;  inequalities 
between,  113;  per  cent  of  all  taxes 
paid  by,  116,  117 

Taylor  County,  129,  135,  191,  196,  214, 
216,  340 

Telegraph  companies,  taxation  of,  90; 
table  showing  taxes  collected  from, 
108,  109;  table  showing  assessment 
of,  120,  121,  214-218;  method  of 
taxing,  181;  taxation  escaped  by, 
182;  controversy  over  taxation  of, 
186;  gross  receipts  tax  on,  201;  non- 
enforcement  of  law  relative  to,  201 ; 
separate  assessment  of,  suggested 
202;  reports  by,  202;  rate  of  taxa- 
tion of,  202;  Cheshire  bill  for  taxa- 
tion of,  204;  objections  to  proposed 
method  of  taxation  of,  206-209; 
method  of  tax  distribution  for,  209, 
210 ;  summary  of  history  of  taxation 
of,  221,  222 

Telephone  companies,  table  showing 
taxes  paid  by,  108,  109;  table  show- 
ing assessment  of,  120,  121;  contro- 
versy over  taxation  of,  186;  taxa- 
tion of,  in  same  manner  as  tele- 
graph companies,  203;  reports  by, 
203;  assessment  of,  203;  tax  rate 
levied  against,  203 ;  Cheshire  bill  for 
taxation  of,  204,  205;  manner  of 
taxation  of,  205;  manner  of  assess- 
ment of,  205;  objection  to  proposed 
method  of  taxation  of,  206-209;  ar- 
guments by  representatives  of,  206- 
208 ;  method  of  tax  distribution  for, 
209,  210;  court  decision  relative  to 
taxation  of,  210-212;  summary  of 
history  of  taxation  of,  221,  222 

Territorial  Agent,  report  of,  10 

Texas,  424 

Timber,  exemption  of,  from  taxation, 
262 

Titus,  G.  M.,  209 


Tools,  exemption  of,  from  taxation, 
259,  260,  262,  269 

Town  lots,  total  assessment  of,  99, 
100;  table  relative  to  assessment  of, 
120,  121 

Towns,  high  tax  rate  in,  100;  need  of 
uniform  assessment  in,  113 

Townships,  establishment  of,  as  units 
for  assessment,  12,  14;  experiment 
with,  as  units  for  taxation,  47;  at- 
titude of  Grimes  toward  assessment 
by,  48,  49;  return  to  assessment  by, 
50;  law  providing  for  collection  by, 
64,  65;  need  of  uniform  assessment 
in,  113;  subsidies  to  railroads  by, 
276 

Treasurer  of  State,  statement  by,  24, 
250;  insufficient  power  of,  30;  mem- 
ber of  Census  Board,  38;  method  of 
accounting  prescribed  for,  51; 
member  of  Executive  Council,  72; 
duties  of,  227,  231,  232;  reference 
to,  229;  recommendations  by,  230, 
231,  232,  233,  249 

Treasurer  of  the  Territory,  assessment 
roll  furnished  to,  7;  extract  from  re- 
port of,  21 

Treasury,  State,  condition  of,  24,  56; 
improvement  in  condition  of,  40; 
receipts  and  disbursements  at,  108- 
110;  taxes  paid  directly  into,  111 

Trewin,  James  H.,  opposition  of,  to 
Cheshire  bill,  208,  209 

Trust  companies,  transfer  of  securities 
by,  229 

Trustees,  duties  of,  226;  reference  to, 
227;  transfer  of  stock  in  hands  of, 
229;  responsibility  of,  242 

Union  County,  129,  135,  191,  196,  214, 
216,  340 

Unit  rule,  operation  of,  323 

United  States,  property  of,  exempted 
from  taxation,  260,  274;  pensions 
from,  282 

United  States  bonds,  decision  relative 
to,  162;  reference  to,  283 
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United  States  Express  Company,  as- 
sessment of,  194,  195,  197 

Valuation,  method  of  determining,  11- 
13,  22,  29,  102;  total  amount  of,  67; 
methods  of  securing  equitable,  77; 
inequalities  in,  94 ;  change  in  system 
of,  97;  lowness  of,  101;  data  rela- 
tive to,  117;  table  showing,  118; 
rate  of,  for  taxation,  119;  increase 
in  total,  119,  122 ;  unit  rule  of,  184 
186,  188,  205,  207 

Van  Buren  County,  129,  131,  135,  191, 
195,  216,  340,  370 

Van  Houten,  George  H.,  464 

Vinton,  199,  220 

Virginia,  system  of  taxation  borrowed 
from,  3 

Wapello  County,  129,  135,  191,   195, 

214,  216,  340,  349,  369 
War  and  Defense  Bonds,  levy  for  pay- 
ment of,  83;  act  relative  to  tax  for, 

86 
War  fund,  act  relative  to  Iowa  '§  quota 

of,  60 
Ward,  G.  E.,  bill  introduced  by,  301- 

303 
Warren   County,    129,   135,   136,   137, 

191,   195,  196,  214,  216,  217,  332, 

340,  349 

Washington,  199,  220 
Washington    (State),   uniform  public 

accounts  in,  53 
Washington  County,  129,  135,  191,  195, 

216,  340,  349,  369 
Waverly,  199,  220 
Wayne  County,  129,  135,  191,  195,  216, 

340 
Weaver,  Silas  M.,  opinion  delivered  by, 

311,  312 

Webster  City,  199,  219,  220 
Webster  County,  129,   131,   135,  191, 

193,  195,  196,  216,  340,  346 
Weed,  James,  372,  373 


Wells  Fargo  Express  Company,  table 
showing  assessment  of,  196;  divi- 
dends declared  by,  196,  197 

West,  reckless  systems  of  banking  in, 
145 

West,  J.  P.,  284 

Western  Union  Telegraph  Company, 
208,  213,  215,  216 

Whicher,  Stephen,  373 

Whigs,  attitude  of,  toward  Constitu- 
tion of  1844,  19 

Whiting,  Charles  E.,  member  of  tax 
commission,  96 

Widows  and  orphans  argument,  315, 
316,  334,  335 

Willet,  G.  E.,  284 

Willis,  Q.  A.,  statement  by,  242,  244- 
249,  441 

Winnebago  County,  129,  135,  136,  137, 
191,  193,  195,  216,  340 

Winneshiek  County,  129,  131,  135,  195, 
216,  340,  346,  466 

Wisconsin,  mortgage  taxation  in,  291, 
326,  327 

Wisconsin,  Territory  of,  Iowa  country- 
part  of,  3;  revenue  system  in,  3; 
acts  of  legislature  of,  copied  in 
Iowa,  4,  5 

Wisconsin  Tax  Commission,  141,  326 

Witherington,  Mr.,  430 

Woodbury  County,  129,  135,  138,  193, 

195,  214,  216,  340,  349 

Woolen  manufactures,  bill  for  exemp- 
tion of,  261 
Worth  County,  129,  135,  191,  193,  195, 

196,  214,  216,  217,  340 
Worthington  and  Boynton,  tax  ferret 

work  by,  316,  350;  letter  from,  330- 

336 
Wright,  George  G.,  opinion  delivered 

by,  149,  150,  151,  152 
Wright  County,  129, 131, 135,  189, 191, 

193,  195,  196,  216,  340 
Wycoff,  W.  C.,  430 
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